


















































Highest public confidence is 
merited by sound, conservative 
Mill Mutual management... 














THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co...............22-20000008 Harrisburg, Pa. 
Millers Mutual Fire Insurance Co........................-Fort Worth, Texas 
ennsylvania Millers Mutual Fire Ins. Co.................. Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ..................ee08 Alton, 
Grain Dealers National Mutual Fire Ins. Co................Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co...... ..........Kansas City, Mo. 
National Retailers Mutual Insurance Co.......................-Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co................... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.................... Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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There was no hose in 
1760, so the good citizens 
formed bucket lines 
from the fire back to the 
nearest water supply. 
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On the Firing Line 
Against Fire 


IRES burn more than the property they con- 
They burn the dollars of other prop- 
erty owners, because heavy fire losses mean high 


sume. 


insurance rates. 


Squarely facing the fact that re- 
duction of fire loss was the only ef- 
fective way to reduce the cost of 
insurance, Mutual Fire Insurance 
companies for more than a century 
have been in the forefront of the 
fight against fire. 

Mutual prevention work has been 
effective. Basic rates in many fields 
have been sharply reduced. 


FEDERATION OF 


Mutual fire insurance companies have paid losses 
promptly and fully—have led in fire prevention— 
have returned annual savings to policyholders. 


A mutual policyholder benefits directly by any 


An Unparalleled Record 


79 leading, legal reserve companies un- 
der State supervision constitute the 
Federation of Mutual Fire Insurance 
Companies. The oldest Federation com- 
pany was founded in 1752. Twelve 
others are more than 100 years old. 


Of the remaining companies— 


12 are between 75 and 100 years old 

21 are between 50 and 75 years old 

32 are between 25 and 50 years old 
1 is between 10 and 25 years old 


The Federation companies are pro- 
tecting property to the extent of twenty- 
six billion dollars—have assets in ex- 
cess of two hundred sixteen million dol- 
lars— have returned to So 
savings of more than four hundred and 
thirty-five millions of dollars. 





economy that benefits his company. 
There are no stockholders in a mu- 
tual corporation. 


A booklet outlining the princi- 
ples and workings of mutual fire in- 
surance will be sent upon request. 
No solicitation will follow. Address 
Mutual Fire Insurance, Room 2500, 
919 North Michigan Avenue, Chi- 
cago, Illinois. 


MUTUAL FIRE 





INSURANCE 





COMPANIES 








WILLIAM R. MITCHELL 


State Comptroller and Insurance Commissioner 


STATE OF GEORGIA 


ELECTED by Governor Arnall to fill the office of Comptroller General and Insurance Com- 

missioner of Georgia left vacant by the death of Homer C. Parker on June 22, William R. 

Mitchell will serve out the unexpired term ending next January. He resigned as Deputy Com- 
missioner last year, but returned recently to the Department in the same capacity. 
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PLAIN TALK FROM A THIRD PARTY 
DEFLATES AN ARTIFICIAL ISSUE 


HEN any two individuals who 

understand all the fine points 
of insurance rate-making square off 
in technical argument—for the bene- 
fit of some comparatively innocent 
bystander not possessed of their spe- 
cialized knowledge—it always is tak- 
en for granted that this third party 
will end up more confused than he 
was originally. He is expected to ap- 
preciate that here is a mysterious sub- 
ject through the mazes of which none 
save the expert can hope to find his 
way, and to realize that its complexi- 
ties cannot even be discussed without 
resorting to an incomprehensible tech- 
nical jargon. 


An effort to stir up such a tech- 
nical argument has been going for- 
ward for some months now, in con- 
nection with the rate regulatory meas- 
ures developed by the National Asso- 
ciation of Insurance Commissioners 
for submission to the state legislatures 
which come together in 1947. It has 
centered about the camouflaged claim 
of certain insurance carriers that they 
should be given the right to cut rates 
on risks that are in competition, the 
while maintaining a higher rate on 
risks which are similarly situated but 
which these companies feel they have 
sefely in the bag. The technical double 
talk had begun to reach the point 
where it was not only confusing in- 
surance buyers, as intended, but was 
also beginning to confuse a certain 
number of insurance executives who 
should have known better. 


This foolishness was pretty well 
knocked in the head a few weeks ago 
by Assistant United States Attorney 
General Wendell Berge, in an address 
to the New England Associations of 
Insurance Agents, which was a re- 
freshing development. It was doubly 
refreshing because, while Assistant 
Attorney General Berge would be 


considered a skeptical rather than an 
innocent bystander, he unquestion- 
ably ranks as a third party. He is not 
engaged in the insurance business, 
does not pretend to be a technical ex- 
pert on insurance rate-making, and 
probably does not even know more 
than a few of the mysterious words. 


“The need for combining the ex- 
perience of all insurance companies 
for rate-making purposes is reason- 
ably clear,” he said. “But other fac- 
tors enter a rate in addition to what 
might be termed ‘pure cost’ based on 
past experience. Administrative ex- 
pense, acquisition cost, and profit are 
also included in any final rate. Under 
a system of agreed rates, rates must 
be weighted in favor of the least effi- 
cient operator. Although each com- 
pany should perhaps use the same fac- 
tors and tables, it does not necessar- 
ily follow that all should use the same 
final rate—which includes other costs. 
The latter are not uniform for all 
companies. The need to make use of 
common experience, or even to use a 
basic rate floor derived from such ex- 
perience, does not necessitate depriv- 
ing the public of the benefits of com- 
petition. I am sure that a plan for 
permitting the fullest use of common 
experience while preserving competi- 
tion could be worked out within the 
framework of the Sherman Act. 


“Discrimination among purchasers 
of insurance similarly situated is un- 
doubtedly unfair and uneconomic. 
But most of the states have long pro- 
hibited such discrimination. The 
Sherman Act does not prevent each 
company from charging its own pa- 
trons uniform prices. Indeed, the 
Clayton Act as amended by the Rob- 
inson-Patman Act, actually forbids 
price discrimination among customers 
in interstate commerce. So state laws 
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enjoining discrimination are entirely 
consistent with the Federal laws. But 
the elimination of discrimination 
among customers does not require 
agreement between insurance com- 
panies ufon final rates.” 


Since this statement is set down in 
ordinary language, and steers clear of 
such propaganda phrases as “maxi- 
mum vs. minimum regulation” and 
the like, its meaning is very clear. No 
insurance company is required to use 
a rate because other insurance com- 
panies use it. If its experience differs 
from the average it is privileged to 
pass this saving along to its policy- 
holders, or to pass this extra cost 
along to its policyholders, let the com- 
petitive chips fall where they may. 
But it must not discriminate between 
policyholders similarly situated. 


Under the name of deviation, and 
under the name of participation, this 
kind of competition has been going 
on for a long time. It is something 
a good deal different than discriminat- 
ing in favor of the policyholder whose 
risk is in competition by cutting his 
rate, while collecting a higher rate 
from the body of policyholders not in 
this strategic position. Assistant At- 
torney General Berge deserves com- 
mendation for distinguishing between 
“loss leader rate cutting” and devia- 
tion or participation in plain language 
that the insurance-buying public can 
understand. 


AN IDEA TO BE KILLED 


Apparently certain employers persist 
in the notion that their workmen’s 
compensation insurance costs will go 
up if they put physically handicapped 
workers on their payrolls. It is dis- 
couraging to those in a position to 
know the facts, such as insurance 
men, that no amount of reassurance 
seems enough to convince all of them 
that this belief is ridiculous. How 
much more discouraging it is to han- 
dicapped workers, veterans or non- 
veterans, to be refused employment 
on such grounds can well be imagined. 


Some progress in destroying this 
damaging idea may follow the recent 
statement of J. Dewey Dorsett, gen- 
eral manager of the Association of 
Casualty and Surety Executives, if 
everyone in the insurance business 
takes it upon himself to give it the 
widest possible circulation. He point- 
ed out emphatically that there is no 
provision in workmen’s compensation 
insurance policies which forbids, or 
even advises against, the employment 
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of any handicapped worker, and that 
there is nothing in the workmen’s 
compensation insurance rating form- 
ulae which even takes into account 
whether an employer has handicapped 
individuals working for him. 


Another powerful weapon in com- 
batting the belief that the physically 
handicapped worker is not as efficient, 
and just as free from accidents, as 
other workers is the sound motion 
picture “No Help Wanted,” which 
has been produced by the National 
Association of Mutual Casualty Com- 
panies and which will be available 
for showings in the near future. 


Every insurance man should do his 
utmost to promote attendance at ex- 
hibitions of this film, whether they 
are in commercial theaters or before 
private groups. The handicapped 
worker proved his ability thoroughly 
when called upon for heavy wartime 
production, and every effort should 
be made to permit him to consolidate 
his gains and to improve his position 
in business and industry. 


SALARIES VS. COMMISSIONS 


We are indebted to our contemporary, 
The Insurance Field, for permis- 
sion to republish the following editor- 
ial titled “Discriminatory Law Is 
Bad,” which appeared in its issue of 
July 18, 1946: 


“There may be a lot we don’t know 
about the case of Schoonover v. In- 
diana Insurance Department in which 
the Circuit Court of Morgan County 
held that the portion of the Indiana 
Insurance Code prohibiting the licens- 
ing of salaried agents was uncon- 
stitutional, null and void, but we 
question the wisdom of having such 
a statute on the books of any state. 


“Our good friends of the Indiana 
Association of Insurance Agents filed 
an intervening answer defending the 
law, and from the standpoint of self- 
preservation perhaps they were justi- 
fied. But let’s look at the facts. 


“Admitting that the commission 
system of compensation is the foun- 
dation upon which the American 
Agency System rests, is it good law 
to discriminate in favor of any sys- 
tem of compensation? We find it 
difficult to understand just how the 
manner in which an insurance agent is 
paid affects an agent’s ability to ren- 
der a high type of agency service to 
the public. How can ‘method of com- 
pensation’ properly become a factor 
of qualification for license ? 





“If a man devotes most of his time 
and energy to selling automobiles, in- 
stalling plumbing or wielding a pair 
of barber’s shears, that is one thing. 
If a man has no serious intention of 
practicing insurance as a profession 
or vocation, that is also one thing. 
But if a man desires to enter the busi- 
ness with an established insurance 
concern, whether it be agency, gener- 
al agency, or company, and prefers a 
salary arrangement rather than a com- 
mission arrangement, on what con- 
ceivable reasonable grounds can any- 
one say he must choose one or the 
other in order to be licensed to trans- 
act an insurance business? 


“We stand unalterably in favor of 
more exacting agent qualification laws 
which will result in a higher level of 
agent competency across the board, 
but we stand as unalterably opposed 
to any artificial strengthening of the 
position of any group in the industry 
through discriminatory insurance stat- 
utes. 


“As we see it from the sidelines, 
the Indiana Circuit Court judge could 
have ruled in no other way.” 


TRUE 1946 FIRE LOSS 


The year in which the heaviest fire 
losses were sustained in the United 
States—in terms of dollar values— 
was 1926, when a total of $562,000,- 
000 went up in smoke. Fire losses in 
1946 promise to exceed this figure, 
and to approach a new peak of almost 
$600,000,000, upon the basis of an 
estimated $297,306,000 fire toll for 
the first six months of this year. 


In the interest of statistical accu- 
racy, however, it should be pointed 
out that a very considerable portion of 
the current increase in the dollar value 
of fire losses is due to inflation of 
values rather than to an increase in 
the physical amount of property burn- 
ed. This pointing out is done quite 
thoroughly in the July news letter of 
the National Fire Protection Associa- 
tion, which comes to the conclusion 
that actual fire loss in 1946 will run 
about 81% of the 1926 figure. The 
calculation is made according to an in- 
dex of relative value of burned prop- 
erty developed by Horatio Bond, the 
association’s chief engineer, which is 
based upon the Engineering News- 
Record index of building costs and 
upon the United States Bureau of 
Labor Statistics index of wholesale 
prices of commodities. 
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URING the past four months 
D almost one hundred witnesses 

have appeared before the Com- 
mittee on Education and Labor of the 
United States Senate to express their 
conflicting views concerning the Wag- 
ner-Murray-Dingell bill, which pro- 
poses to set up a national system of 
compulsory health insurance. Its sup- 
porters have held its passage impera- 
tive for the nation’s future health, 
termed it one of the most important 
pieces of legislation ever considered 
by Congress. Its opponents have con- 
demned it as an impractical and un- 
necessary scheme which will under- 
mine the high quality of American 
medical service. 


Now that the lines are drawn, and 
there is no prospect of immediate 
action on the measure, an appraisal 
of the controversy which it has oc- 
casioned seems in order. 


Those who are behind the proposal 
that this country adopt Federal com- 
pulsory health insurance contend that 
it is part of a broad social insurance 
program which has been before the 
American people for many years, and 
that in a sense it is part of an inter- 
national movement for social security 
which first was formulated into a con- 
crete plan when Bismarck inaugurated 
the German social insurance program 
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in 1883. In this country workmen’s 
compensation, unemployment com- 
pensation, and old age and survivors’ 
insurance have been approved. But 
upon the theory that Federal com- 
pulsory health insurance for all is 
something else again, there is strong 
opposition to it. The medical profes- 
sion, in particular, holds that it is es- 
sential to good medical care that the 
ptesent professional and economic re- 
lationships between patient and phy- 
sician be maintained. 


When the current social security 
program was being developed during 
the first administration of Franklin 
D. Roosevelt it was proposed in some 
quarters that compulsory health insur- 
ance, and non-occupational accident 
and sickness benefits, be included. 
There was so much opposition that 
this proposal was not carried through. 
But since 1935 Senator Robert F. 
Wagner of New York and his sup- 
porters have been endeavoring to ex- 
pand the program in such directions. 
The final objective is held to be a 
scheme like that suggested for Great 
Britain by Sir William Beveridge, 
which would take care of the individ- 





Ambrose B. Kelly, Washington, D. C., is a 
member of the Committee on Social Insurance 
of the National Association of Mutual Casualty 
Companies. 
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ual from the cradle to the grave as a 
matter of right rather than as a matter 
of charity. The theory is that the in- 
dividual in our modern industrial so- 
ciety cannot protect himself against 
economic hazards, that he must be 
guaranteed a minimum standard of 
living by the state. 

This year the bill for Federal com- 
pulsory health insurance was intro- 
duced in Congress under the joint 
sponsorship of Senator Wagner, Sen- 
ator James E. Murray of Montana, 
and Representative John D. Dingell 
of Michigan. The measure is known 
as the Wagner-Murray-Dingell bill. 

The case for the legislation prob- 
ably can best be stated in the words 
of some of its supporters. 


President Truman, in a special 
message to Congress advocating leg- 
islation of this type, said: “In the 
past the benefits of modern medical 
science have not been enjoyed by our 
citizens with any degree of equality. 
Nor are they today. Nor will they 
be in the future unless government is 
bold enough to do something about 
it. People with low or moderate in- 
comes do not get the same medical 
attention as those with high incomes. 
The poor have more sickness, but 
they get less medical care. People 
who live in rural areas do not get the 
same amount or quality of medical 
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attention as those who live in our 
cities. Our new economic bill of 
rights should mean economic health 
security for all—regardless of resi- 
dence, station or race—anywhere in 
the United States. We should resolve 
now that the health of this nation is 
a national concern ; that financial bar- 
riers in the way of attaining health 
shall be removed; that the health of 
all its citizens deserves the help of 
all the nation.” 


In testifying before the Senate 
Committee on Education and Labor, 
Secretary of Commerce Henry A. 
Wallace said: “It seems out of keep- 
ing with the high standard of living 
in this country that more than one- 
third of the counties and other local 
units still have no full-time public 
health services. This means that 40,- 
000,000 Americans are without the 
protection of such services; that in- 
fant mortality rates in some areas and 
among some groups of the population 
are three to five times as high as in 
more prosperous areas and among 
more well-to-do groups; that one- 
third of the population receives either 
practically no medical care at all 
or completely inadequate care; and 
that millions more suffer from the 
economic burdens imposed by illness.” 


Senator Claude Pepper of Florida, 
a leading advocate of compulsory 
health insurance, has called attention 
te the following excerpt from the re- 
port of a sub-committee for study of 
wartime health conditions in the 
United States, of which he was chair- 
man: “Despite the need, medical 
graduates have shown increasing re- 
luctance in recent decades to settle in 
rural communities. In North Caro- 
lina, for example, the number of doc- 
tors in strictly rural areas fell from 
1,125 in 1914 to 719 in 1940, although 
the population in such areas increased 
from 1,960,000 to 2,597,000 in the 
same period. In 1940, 73% of the 
population of the state lived in rural 
areas, although such areas contained 
only 31% of the state’s physicians. 
The burden of caring for rural pa- 
tients falls increasingly on the old 
practitioners who, despite sometimes 
heroic efforts, are frequently unable 
to do the work demanded of them. 
There is no doubt that lack of hos- 
pitals and diagnostic facilities is one 
of the most important factors in keep- 
ing doctors away from rural practice.” 


Dr. Joseph W. Mountin of the 
United States Public Health Service, 
at a hearing on the Wagner-Murray- 
Dingell bill, said: “Despite the fre- 
quently unrewarded services of phy- 
sicians to the poor and the excellent 
provisions of many public welfare 
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medical programs, the private family- 
by-family system of paying for med- 
ical services means that on the whole 
only those services can be obtained 
which the family is in a position to 
pay for at the time. As a result we 
find that medical services received 
bear only a casual relationship to 
health needs. The lowest income 
groups, among whom illness occurs 
with greatest frequency and longest 
duration, actually receive the smallest 
amount of medical services. It has 
been stated that ‘the rich and the poor 
get adequate medical care and only 
the middle income group suffers.’ Na- 
tionwide studies conducted under the 
technical supervision of the Public 
Health Service do not bear this out. 
They show that medical services fol- 
low the call of the dollar sign with 
unfaltering consistency, while disease 
and disability strike in the opposite 
direction.” 


Caroline F. Ware, speaking for the 
American Association of University 
Women, said at a hearing on the 
Wagner-Mutray-Dingell bill: “Even 
where services are available geograph- 
ically they are not available economi- 
cally to lower and middle income fam- 
ilies in proportion to their need. 
The bureau of medical economics of 
the American Medical Association 
found in 1939 that families with in- 
comes up to $3,000—and that is 85% 
of the population at the prewar in- 
come peak of 1941—often could not 
meet the costs of major illness with- 
out outside assistance, while families 
with incomes up to $1,500 were likely 
to need assistance even for minor ill- 
nesses.” 


Harold L. Ickes, speaking for the 
Independent Citizen’s Committee of 
the Arts, Sciences and Professions, 
said in testifying: “The medical rec- 
ords of the Selective Service System, 
for instance, show that out of the 14,- 
000,000 men examined during the 
past six years nearly 4,500,000 were 
rejected for physical defects of one 
kind or another. Estimates are that 
one out of every six of those rejected 
for physical defects would have been 
ir. shape to serve his country in the 
Army had he, at some earlier time in 
his life, received adequate medical 
care.” 


William Green, president of the 
American Federation of Labor, said 
in his testimony before the commit- 
tee: “While working people are deep- 
ly concerned with the general health 
conditions of the country, their de- 
mand for improvement arises mostly 
from their own personal experience 
with the inadequacies of the present 
system. Wage earners are no differ- 





ent from other people in their desire 
for good health for themselves and 
their families. They want to know 
that adequate modern medical care 
will be available when it is needed. 
Over the years they have come to the 
realization that the services of the 
doctor, hospital, nurse, and laboratory 
must find a place in the family budget 
before a family can count itself se- 
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DVOCATES of compulsory 
health insurance realized from 
the beginning that the strongest argu- 
ment against such legislation was that 
the same result could be achieved 
through voluntary insurance plans; 
these would make it possible for the 
individual to protect himself against 
the catastrophic costs of illness with- 
out government intervention. They 
have engaged, therefore, in a running 
fire of criticism of voluntary health 
insurance, charging in general terms 
that it leads to adverse selection of 
risks and to high promotional and 
administrative costs disproportionate 
to the amount paid in premiums, that 
benefits and medical service are in- 
adequate, costs high, and possibilities 
of extension unsatisfactory. 


This sort of testimony is designed 
to show, among other things, that 
there is a two-fold aspect to the prob- 
lem of improving the medical care 
offered the American public. The ar- 
gument runs: The first need is to pro- 
vide medical care for people who now 
are prevented from securing it because 
of their inability to pay, even though 
they are not only not indigent but 
may have an annual income equal to 
the national average. The second 
need is to provide adequate medical 
care for people in rural areas of the 
United States where doctors and hos- 
pitals are not now sufficiently avail- 
able. Action in handling both aspects 
ef this problem is long overdue. It is 
clear that people in the so-called 
middle and upper classes in the United 
States now secure better medical care 
than is now available anywhere else 
in the world. Because the health of 
the nation is held to be indivisible it 
is argued that the Federal govern- 
ment must take whatever steps are 
necessary to provide adequate medical 
care when it cannot now be secured 
in this country—either for economic 
reasons or because facilities are not 
available. 


Those who oppose compulsory 
health insurance admit the need, but 
question the remedy proposed. They 
contend that the individual’s health is 
first of all his own concern, that it is 
the individual’s primary responsibility 
to secure whatever medical and hos- 
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pital care may be required for him- 
self or his family, and that the best 
medical care can be furnished only 
if an intimate relationship exists be- 
tween the doctor and the patient. The 
progress made by American medicine 
is contrasted to that made in other 
countries which have adopted com- 
pulsory health insurance, as an argu- 
ment for maintaining medicine free 
from governmental supervision and 
control. It is argued that although 
the Wagner - Murray - Dingell _ bill 
grants the patient a semblance of free 
choice of a physician, and vice versa, 
in actual operation the free choice of 
the patient will be restricted from the 
outset, and that logical progress to- 
ward a system of true state medicine 
is inevitable once the basic principle 
of government health insurance is 
adopted. Attention is drawn to the 
tremendous cost of such medical serv- 
ice, and to the gigantic Federal bur- 
eaucracy which will be required to ad- 
minister it. It is contended that com- 
pulsory health insurance will not lead 
to better medical care but that its ef- 
fect will be the reverse of that in- 
tended, and that there are simpler and 
more effective approaches to the prob- 
lem. 


Dr. Lowell S. Goin, Los Angeles, 
pointed out to the committee that the 
American Medical Association op- 
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poses the Wagner - Murray - Dingell 
bill on the following five grounds: 1. 
The existence of a need for it has 
been established more by emotional 
statements than by logic and docu- 
mented facts; 2. Even if the need 
were soundly established there is no 
experience to indicate that compulsory 
health insurance would benefit the 
public health, although there is some 
reason to believe that it would lower 
health standards; 3. The costs are to- 
tally unpredictable, and no one has 
even a fair idea of what such a pro- 
gram would cost; 4. Medical care is 
not the sole factor involved in good 
health, and there are many things that 
could properly be done to benefit the 
public health before a program such 
as is proposed is embarked upon; 5. 
Voluntary health plans are more in 
keeping with the American tradition, 
and will result in far better care being 
given the people. 


Dr. Vlado A. Getting, Massachu- 
setts Commissioner of Public Health 
and secretary of the Association of 
State and Territorial Health Officers, 
quoted in his testimony the set of 
basic principles relating to medical 
care which he assisted the Massachu- 
setts Medical Society in drafting. A 
significant excerpt reads: “Provision 
of adequate medical care for those un- 
able to obtain it by voluntary prepay- 





Dr. Olin West (left) is congratulated upon his selection as president-elect of the Ameri- 
can Medical Association by Dr. H. H. Shoulders, organization’s present chief executive. 
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ment plans or by direct payment is 
the responsibility of the local or state 
government. Part of the burden of 
this responsibility may be assumed by 
charitable agencies. Federal grants- 
in-aid to state programs administered 
by state boards of health is an accept- 
able method of helping to meet this 
responsibility. . . . The medical care 
oi those who are able to purchase it 
by voluntary prepayment plans or by 
direct payment is the responsibility 
of the individual.” 


Rev. Alphonse J. Schwitalla, presi- 
dent of the Catholic Hospital Associa- 
tion, raised a number of questions in 
his committee testimony, when he 
said: “Is it apparent that the system 
of private initiative in medicine has 
so completely failed as to justify this 
extreme compulsion? Moreover, is it 
apparent that a compulsory system is 
going to be effective in remedying the 
alleged or even the actual shortcom- 
ings of a system of private initiative ? 
Is it apparent that all the individuals 
whose payrolls are going to be put 
under contribution are so dissatisfied 
with the present methods of taking 
care of one’s health that they will will- 
ingly undergo the serious inconven- 
iences which are implied in a compul- 
sory system such as is here project- 
ed? Is it apparent that society is so 
scriously endangered by the system 
Oi private initiative as to make this 
compulsory system immediately im- 
perative? These are the questions 
which, I believe, must be answered 
before we can justifiably pass a law 
as we are here discussing.” 


Dr. R. L. Novy, president of the 
Michigan Medical Service, discussed 
in his testimony before the committee 
some of the economic aspects of med- 
ical care, when he said: “United 
States Public Health Service data in- 
dicate that at the level of about $1,- 
800 per year for a family, adjusted 
to 1943 prices, the peak of health is 
attained and that thereafter, no mat- 
ter what the income of that family is, 
the health of that family is not in- 
creased. . . . If one is looking to the 
improvement of the health of the 
people of the United States his entire 
attention should be directed to that 
group below the $1,800 family level.” 


Dr. George Baehr, president of the 
New York Academy of Medicine, 
said to the committee: “We recom- 
mend that you abandon this plan for 
immediate nationwide compulsory 
medical insurance and frame an en- 
tirely new bill that will provide a 
reasonable program of Federal grants- 
in-aid to the states for the study and 
development of state and local pro- 
grams of medical care which are de- 





8—August, 1946 


signed to meet local needs and which 
conform to acceptable standards of 
medical service.” 


The American Medical Association, 
although the spearhead of the opposi- 
tion to the Wagner-Murray-Dingell 
bill, was not alone in the fight. It 
was supported by the American Bar 
Association, the Chamber of Com- 
merce of the United States of Amer- 
ica, hospital and dental associations, 
and some of the farm organizations. 


From an insurance standpoint it 
is interesting to note that, although 
the legislation is known as a compul- 
sory health insurance plan, it violates 
what are regarded generally as sound 
insurance principles. The amount col- 
lected overall is not intended to be 
sufficient to pay the cost of the serv- 
ices rendered; payments made by 
individuals are based upon their in- 
comes rather than upon their expos- 
ure to possible loss. Various esti- 
mates of the cost of the program have 
been made to the committee, and 
range from $3,500,000,000 to $11,- 
000,000,000 a year. Appropriations 
would be made to the fund of approx- 
imately 3% of the earnings of those 
insured. It is held that such appro- 
priations would be less than $3,000,- 
000,000 a year, and the expectation is 
that this would be inadequate. The 
disproportion between the individual 
tax paid and the individual probabil- 
ity of benefits would not be in accord 
with insurance principles. 


While hearings upon the Wagner- 
Murray-Dingell bill were in progress 
another bill upon the subject was in- 
troduced by Senator Charles A. Taft 
of Ohio. It would set up a national 
health agency, which would centralize 
all Federal activity in this field and 
would pull together work of this 
character now done by several agen- 
cies. It would provide Federal funds 
for medical research. It attempts to 
solve the basic problem involved by 
authorizing expenditure of $200,000,- 
000 annually for Federal grants to 
the states for health purposes, based 
upon a number of requirements. In 
order to secure Federal funds the 
state would be required to set up a 
single agency operating in this field 
which would make a comprehensive 
survey of existing medical and hos- 
pital care—including that furnished 
by the state and by private organiza- 
tions—and would then set up a state- 
wide program providing hospital serv- 
ice and medical service in hospitals 
and clinics to all families and individ- 
uals unable to pay for such services. 
The state could use Federal money, 
together with its own funds, to en- 
courage the formation of voluntary 
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health insurance funds by paying to 
such funds the premiums required for 
those low-income individuals and 
families unable to pay for such insur- 
ance themselves. The Taft bill also 
provides $20,000,000 a year to be 
used in Federal grants-in-aid to the 
states to make dental services avail- 
able to school children and to other 
individuals in families unable to pay 
the whole cost of such care. 


There are two essential differences 
between the approach found in the 
Taft bill and that found in the Wag- 
ner-Murray-Dingell bill to the prob- 
lem of medical care. The Taft bill 
proceeds on the assumption that 
health, like education, is essentially a 
problem for the state governments 
rather than for the Federal govern- 
ment, and that Federal funds can best 
be used through grants-in-aid to those 
states which have set up satisfactory 
programs. Secondly, the Taft bill as- 
sumes that the individual is primarily 
responsible for his own health, and 
should use his own resources for 
medical and hospital care so far as 
they are adequate. This, of course, 
brings the “means test” into the health 
picture, which is completely unsatis- 
factory to advocates of the Wagner- 
Murray-Dingell bill. 


As the result of these two basic 
differences the Taft program would 
not upset established medical prac- 
tice as would the Wagner-Murray- 
Dingell bill, and in consequence it. is 
much more satisfactory to the med- 
ical profession. It would enable the 
predominantly rural states to set up 
programs which would provide for 
medical services within their own 
areas, with the help of Federal funds. 
It would encourage rather than de- 
stroy the various voluntary plans for 
providing protection for the individ- 
ual who wished to insure himself 
against the costs of medical service. 
If administrative machinery could be 
worked out, public funds would be 
used to subsidize the premiums paid 
by those in the lower income brackets. 


NHERENT in the whole debate 

on compulsory national health in- 
surance is the essential issue of the 
price to be paid for both individual 
and community security, both in dol- 
lars and in regulation or control. 
Those who contend that enactment of 
the Wagner - Murray - Dingell bill 
would socialize medicine, and substi- 
tute a doctor on the public payroll 
for the present family physician, ad- 
mittedly are looking far beyond the 
proposed law to what they believe 
would be its logical aftermath. 





Witness after witness in favor of 
the Wagner-Murray-Dingell bill has 
attacked the present individual-phy- 
sician relationship, with a fee charged 
for services, as economically unsound 
and inadequate medicine. Group 
practice, under which an organiza- 
tion of doctors on salary works with 
adequate facilities for diagnosis and 
treatment, has been acclaimed as the 
answer to the problem of providing 
better and cheaper medical care. Some 
such clinics—Mayo at Rochester, 
Johns Hopkins at Baltimore, Hechy 
at Boston—have come to be regarded 
as the shrines in which modern medi- 
cal science works its miracles. The 
same basic plan has been coupled with 
a prepayment program for community 
service by such institutions as Group 
Health in Washington, D. C., the 
Roos-Loos Medical Group of Los 
Angeles, and the Gundersen Clinic 
at LaCrosse, Wisconsin. Industry and 
labor have adopted similar plans in 
Henry F. Kaiser’s Permanente Foun- 
dation, and in the Labor Health In- 
stitute of St. Louis. 


What the physicians of the Ameri- 
can Medical Association are reported 
to view with misgivings is a national 
system of such clinics supplemented 
by a system of government hospitals, 
with doctors on government salaries. 
It is contended that this would give 
to every individual the type of medi- 
cal care received by members of the 
armed forces during the war, and now 
available to war veterans for service- 
connected disabilities. Those who 
favor Federal compulsory health in- 
surance say that to the man or woman 
in the lower income brackets, or in 
many rural areas, this would repre- 
sent a tremendous improvement over 
the present system. Those who op- 
pose Federal compulsory health in- 
surance regard it as certain that such 
a system would destroy the practice 
of medicine as it is known today. 


The controversy over a national 
health insurance program seems to 
have demonstrated that there is need 
for improvement in the medical serv- 
ice available to a large proportion of 
our population, that there is need for 
more physicians and dentists and 
nurses and hospitals, and that there 
is need for greater funds for medical 
research. The problem has become to 
determine whether the required better 
system can be built atop the system 
we now enjoy, or whether the present 
system must be destroyed to build 
another at great cost of dollars and 
regulation which might provide med- 
ical care inferior to that now available 
to a very large percentage of the 
American people. 
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Use of Accountants 








in Loss. Adjustment 





By M. H. Stans 





se insurance adjuster, himself 
conversant with and proficient 
in many phases of property val- 
uation, nevertheless frequently finds 
it necessary to employ the services of 
specialists. In an intricate question, of 
construction cost, he may counsel with 
and rely upon the services of a build- 
ing contractor; in evaluating a fine 
painting or other work of art, he may 
employ an art expert; in dealing with 
diamonds or rare jewels, he may se- 
cure the help of a gem expert; and 
in adjusting claims based upon books 
of account he may profitably enlist 
the assistance of an expert account- 
ant. 


In thus calling upon the services of 
experts in specialized fields, the ad- 
juster recognizes that the diversity 
and breadth of his activities are so 
great that he cannot possibly be a 
master of all subjects. He fulfills his 
responsibilities, when specialized in- 
formation is required, by securing the 
advice of experts and by utilizing it 
in the light of his own judgment of 
the other facts of the case. Failure 
to employ an expert at the right time 
may well result in serious over-pay- 
ment of a loss. 


There are many types of losses in 
which the preparation and verification 
of the claim depend upon books of ac- 
count. This is especially the case when 
the circumstances are such that the 
amount of liability cannot be deter- 
mined by physical inspection of dam- 
age or destruction. Accordingly, the 
types of losses in which accounting 
data play an important part, in the 
probable order of importance, are 
these : 


1. Use and occupancy (business 
interruption) losses in manufac- 


turing or mercantile establish- 
ments. 


2. QOut-of-sight inventory losses 
resulting from fire in manufac- 
turing or mercantile establish- 
ments. 


3. Embezzlement or robbery losses 
involving merchandise, securi- 
ties or cash. 


To these may be added many other 
instances of transportation claims, in- 
sight merchandise losses, et cetera, in 
which data contained in books of ac- 
count are vital in one way or another 
to the measure of liability. Even in 
the case of building and machinery 
damage, in which settlement is to be 
made on actual value irrespective of 
book figures, much pertinent informa- 
tion as to condition, age and utility 
may nevertheless be obtained from the 
accounts. 


Use and occupancy claims, of 
course, must be constructed almost 
entirely from accounting information. 
The measure of past profit experi- 
ence, and the projection of that ex- 
perience into the future, require full- 
est analysis and consideration of re- 
corded accounting data. The deter- 
mination of value and loss is much 
too complex to be solved merely by 
adopting the results of one period in 
the past as representative of the im- 
mediate future. Analysis of account- 
ing records always will bring to light 
a large number of variables which 
have to be dealt with in converting 
the experience of a closed period into 
the prospects of an ensuing period. 
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The analytical work involved in the 
identification of these variables and in 
the trending and projecting of results 
in the face of such current factors as 
increasing material costs, increasing 
labor rates, varying efficiency, chang- 
ing volume, increasing selling ex- 
penses, advancing production tech- 
niques, developing: competition, im- 
pacts of price ceilings and the innum- 
erable other factors of today’s busi- 
ness operation require the highest of 
accounting skills. 


In some cases of merchandise loss, 
when the property is no longer in 
existence, the determination of a 
claim from the books of account may 
involve the two-fold aspect of deter- 
mining the quantities missing and 
then determining their values under 
the policy. In others, the preparation 
of a claim by the insured and its veri- 
fication by the adjuster can be accom- 
plished from detailed perpetual in- 
ventory or other property records 
which disclose accurately the units 
owned and their physical locations. In 
still others, in the absence of such 
records, the determination of a loss 
may depend upon overall computa- 
tions under the so-called “book state- 
ment,” which accountants customarily 
refer to as a “theoretical inventory 
computation” or “computation of in- 
ventory on the gross profit method.” 


Whatever the method or approach, 
the fullest care must be observed, so 
that due consideration is given to the 
detection of modifying factors in the 
accounts which operate to alter what 
may appear to be a simple and ob- 
vious computation. For reasons which 
are inherent in human nature, the 
adjuster must always be on guard 
against over-statement in claims, 
much of which can be made to appear 
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logical and reasonable on the surface. 
There is a great deal more involved 
in such a loss statement than mere 
arithmetic. 


This poses no simple task. The 
fact is that, of all the arts and sciences 
with which a loss adjuster has to deal 
today, accounting has seen more 
change and development in the last 
ten or fifteen years than any other. 
As a result of pressures induced by 
changing business conditions incident 
to the development of a highly com- 
petitive economy, record-keeping is 
now a complicated art of apportion- 
ment, allocation and distribution of 
the monetary measures of business 
transactions, in all of which varying 
weight is given to established account- 
ing conventions, individual judgment, 
and generally recognized principles 
and standards. Simple chronological 
records of cash transactions have 
evolved into cost and profit determi- 
nations by plants, by departments, by 
products and by units of products. 
Cost accounting has grown from the 
earliest elementary job cost computa- 
tions into such techniques as standard 
costs, process costs and distribution 
costs. 


Specialized systems have been de- 
veloped for specialized enterprises. 
Financial policies are founded on 
forecasts and budgets, and profit 
showings now result from a combina- 
tion of many complex techniques, as 
accounting methods have expanded to 
meet the demands of industry to 
measure productive and administra- 
tive efficiency, and to facilitate oper- 
ations through such media as wage 
incentives, flexible budgets, time and 
motion analysis, and so on. Thus, the 
effective employment of accounting 
data in connection with losses may 
cover a wide range of circumstances 
and requires acquaintanceship with 
many varying techniques of record- 
keeping. It is a job for an expert. 


Actually, the number of times that 
public accountants are employed on 
insurance losses is extremely small. It 
is unfortunate that the proportion is 
not greater, because, apart from the 
technical aspects described, there are 
many reasons for believing that in- 
creased reliance on public accountants 
in losses involving books of account 
would enable the adjuster to conclude 
better settlements with greater satis- 
faction to both the insuring compan- 
ies and the insureds, and without de- 
preciating the importance and value 
of his own position as an arbiter. 


Opinions among adjusters differ as 
to the reasons for the infrequent use 
of accountants. In general, the fault 
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seems to lie equally between the ac- 
countants, adjusters and insurance 
companies. Certainly there is need 
for the encouragement by the insur- 
ance companies of the employment of 
public accountants, and recognition of 
the value of their services when util- 
ized by adjusters in the most efficient 
manner. In the language of a recent 
wartime phrase, the employment of 
public accountants as experts on 
losses has usually been both “too little 
and too late.” The answer of the ad- 
juster to this statement frequently is 
that his past experience has found the 
work of the accountant both “too poor 
and too expensive.” 


More specifically, the failure of ad- 
justers to employ expert accountants 
more frequently and with better suc- 
cess seems to be due to these factors: 


(a) Lack of .understanding on 
the part of the adjuster that ac- 
counting is not a precise science, 
but an art; and that the computa- 
tion of a claim is not usually a 
matter of fine determination to an 
exact penny, but one in which fac- 
tors of accounting judgment may 
well justify a range of possible re- 
sults. 


(b) On the other hand, lack of 
recognition by the adjuster of the 
rapid evolution of accounting prac- 
tices and the ways in which they 
can be utilized in appraising claims ; 
this is evidenced in large degree by 
the frequent willingness of the ad- 


juster to accept an accounting state- 


ment solely because it appears to be 

. mathematically correct on its face, 
without adequate regard to its the- 
oretical foundation or to the valid- 
ity of the underlying factors em- 
ployed. 


(c) Lack of knowledge on the 
part of the accountant of the spe- 
cial techniques required in the 
auditing of insurance losses, as dis- 
tinguished from the usual pro- 
cedures for the verification of 
financial statements. 


(d) Excessive cost of the work, 
due to report-writing formalities, 
review procedures, and other pro- 
tective devices which the account- 
ant customarily employs in financial 
auditing because of the public na- 
ture of his representations, but 
which could be avoided in a proper 
working arrangement between the 
adjuster and accountant on insur- 
ance losses. 


It is the purpose of this article to 
analyze these factors in the past re- 





lationship between the two profes- 
sions, and to suggest methods by 
which adjusters could obtain maxi- 
mum value from the more frequent 
employment of public accountants as 
experts on losses. 


CCOUNTING is the language of 

business; but it must be recog- 
nized that it is not a science capable 
of precise and unvarying answers, but 
an art in which opinion and judg- 
ment enter frequently into the results. 
There is no mathematically certain 
formula for the production of an ac- 
curate accounting statement in any 
given circumstance. That this is true 
has even been recognized by a Su- 
preme Court justice who recently 
made this statement in a famous case: 


“Even as a recording of current trans- 

actions, bookkeeping is hardly an exact 
science. As a representation of the con- 
dition and trend of a business, it uses 
symbols of certainty to express values 
.that actually are in constant flux. It may 
be said that in commercial or investment 
banking, or any business extending cred- 
it, success depends on knowing what not 
to believe in accounting. Few concerns 
go into bankruptcy or reorganization 
whose books do not show them solvent 
and often even profitable. If one cannot 
rely on accountancy accurately to disclose 
past or current conditions of a business, 
the fallacy of using it as a sole guide 
... ought to be apparent. However, our 
quest for certitude is so ardent that we 
pay an irrational reverence to a technique 
which uses symbols of certainty, even 
though experience again and again warns 
us that they are delusive.” 


In loss adjustments, the adjuster 
frequently is prone to expect the pub- 
lic accountant to produce an exact 
figure as the measure of the loss with 
such finality that it is completely im- 
mune to argument on the part of the 
insured. He then is disappointed and 
confused to find that the insured can 
and does have a different viewpoint 
with respect to some of the technical 
information contained in the books of 
account. As a result he minimizes the 
value of the public accountant’s work. 
Under a more realistic recognition of 
the nature and functions of account- 
ing, the adjuster would not expect the 
expert accountant to produce a single 
positive and final answer in every 
case. The employment of the expert 
accountant should be for the purpose 
of (1) checking or testing the accur- 
acy of the factual accounting data 
upon which the claim is based and 
(2) disclosing the areas in which fac- 
tors of accounting opinion and judg- 
ment are likely to enter into a deter- 
mination of the amount of the loss. 
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For example, assume that, in the 
case of a fire destroying part of the 
inventory of a manufacturer of shoes, 
an expert accountant is employed to 
check the insured’s “book statement.” 
As an oversimplified illustration of 
the work, it would be expected that 
he would make tests of the factual 
correctness of recorded sales, pur- 
chases and manufacturing expenses 
to an extent sufficient to determine 
whether the figures employed in the 
computation were correct; and, in 
addition, would scrutinize statistically 
the general trend of the business, the 
past and current relationship of cost 
to selling price, the effect of recent 
wage increases, the extent of in- 
creased prices of purchased materi- 
als, the effect of decreased or in- 
creased volume on overhead or bur- 
den ratios, and numerous other vari- 
ables. 


Based on such research, the ac- 
countant would prepare revised state- 
ments illustrating an alternative re- 
sult from that proposed by the in- 
sured. In so doing, he might inform 
the adjuster of the factors causing 
him to conclude, for example, that 
(1) errors in recording, or overlooked 
transactions, resulted in overstate- 
ment of the claim by a certain amount 
and (2) the current gross profit ratio 
for the purpose of the computation 
should be between 32 percent and 34 
percent, rather than 40 percent, as 
claimed. The adjuster then would be 
in a position to discuss the question- 
able areas with the insured and to ad- 
just the loss by agreement within the 
limits of the possible ranges of inter- 
pretation suggested by the findings 
of the accountant. 


Figures can lie. It should not be 
necessary to belabor the point that, 
since accounting is a dynamic art, its 
techniques are improving daily. 
Knowledge of these techniques is es- 
sential to intelligent handling of los 
claims. 


A single illustration aptly will dem- 
onstrate this. Suppose that a manu- 
facturing company which has had a 
fire loss presents an inventory claim 
on a book statement basis, in which it 
treats factory overhead in its cost of 
current sales as being in the ratio of 
150% to direct labor. This was the 
rate experienced in the previous fis- 
cal year. But a check of the opera- 
tions discloses that the company’s 
sales are running at a level only 60% 
of that of the preceding year. Is this 
ratio then correct? If not, how much 
is it wrong? A quick perusal of the 
flexible budget of the company may 
then disclose that its own estimate of 
factory overhead at 60% of capacity 


JoURNAL OF AMERICAN INSURANCE 


is 200% to direct labor. This would 
change the claim materially. Even if 
the company had no flexible budget, 
the expert accountant would be able 
to compute this ratio by analyzing the 
fixed and variable expenses. 


The adjuster cannot be expected to 
devote the time required to maintain 
familiarity with all phases of account- 
ing developments. That is the func- 
tion of the expert. Furthermore, the 
adjuster knows that “figures can lie” 
as well as distort, and that a state- 
ment which is arithmetically correct 
may nevertheless be far from the 
truth. It is the job of the expert to 
uncover the camouflage from the real. 


What are the qualifications of ac- 
countants? In education and in prac- 
tical experience, the average account- 
ant develops practices and limitations 
which frequently have to be modified 
before he can be effective in loss 
work. It is likely that his activities 
will largely be confined to the audit- 
ing of financial statements, within the 
scope of what is usually termed a 
“balance sheet” audit. The auditing 
of financial statements follows fairly 
well defined procedures and stand- 
ards. While opinion and judgment 
enter into financial accounting to a 
considerable extent, the variations are 
limited by conventions, principles and 
rules which together are recognized 
as constituting generally accepted 
practice. 


Only a relatively few accountants 
have the occasion to become proficient 
in fields of special investigation, 
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in which imagination, alertness, re- 
sourcefulness and skepticism enjoy 
their fullest play. These are the char- 
acteristics required to a great degree 
in a loss auditor. While the account- 
ant examining the balance sheet of a 
company must follow a prescribed 
ritual for dealing with each account, 
the accountant examining a loss state- 
ment must be qualified to probe quick- 
ly and adeptly, find the soft spots, 
grasp significant points and ignore in- 
significant details, recognize inconsis- 
tencies, know when to accept or reject 
generalities, appraise the meaning of 
coincidences, and must be able to con- 
trol the extent of work done against 
the results secured. He must operate 
with a fair sense of skepticism, and 
must be diplomatic and be able to 
reason impartially. 


These qualifications suggest that 
accountants employed on lesses must 
be of better than average caliber, and 
should be specially trained in investi- 
gation work. They must not approach 
a loss audit in the same manner as a 
financial audit. The skill required can 
come only with increasing experience. 


Adjusters frequently take the posi- 
tion that the employment of public 
accountants is an expensive proposi- 
tion, and this factor is perhaps more 
directly responsible for the scant use 
of public accountants than any other. 
In this respect, they are influenced by 
the pressures of the insurance com- 
panies to maintain low expense ratios 
in the settlement of losses. If a proper 
working relationship is developed, this 
need not be the case. Such a policy ig- 





When the adjuster’s accountant and the insured’s accountant get together, speaking 
a common technical language, a quick agreement on basic facts often is the result. 
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nores the fact that a somewhat higher 
expense ratio, well directed, would 
here produce a lower loss ratio. The 
author is confident that the greater use 
of accountants on losses involving 
books of account would produce very 
substantial net savings to the com- 
panies. 


HE adjuster who hands a claim to 

an accountant to check, and asks 
for six copies of a report, is bound to 
incur a high expense. For one thing, it 
costs the accountant a lot of time and 
expense to produce a detailed and vol- 
uminous report. This involves not 
only the hours of preparation and typ- 
ing of the report itself, but also a 
complete and, in this case unneces- 
sary, expansion of the scope of the 
audit itself. The explanation lies in 
the nature of the general practice of 
the accountant. In the auditing of 
financial statements, the accountant 
assumes a moral (and perhaps legal) 
responsibility not only to his client, 
but also to creditors, investors, em- 
ployees and the members of the pub- 
lic into whose hands the report may 
ultimately be received. To meet that 
responsibility, the accountant not only 
observes recognized auditing stand- 
ards, but also superimposes thereon a 
complex system of review and double 
check within his own office. These 
precautions are costly and are largely 
unnecessary in a private relationship 
between an accountant and an adjust- 
er. It should not be expected that the 
accountant shall audit each loss claim 
to an extent necessary to qualify him 
to testify regarding it in a court of 
law. What the adjuster wants, or 
should want, is a review of the theory 
of the claim, and an examination of 
such books of account as the account- 
ant may consider pertinent, to the ex- 
tent desirable and adequate in order 
for him to present an advised opinion 
as to the amount of the loss. This 
can be done informally. 


The ideal way is for the adjuster 
to deal with the public accountant in 
a general relationship just short of 
that of a co-adjuster, thereby accom- 
plishing a close and cooperative work- 
ing arrangement while preserving the 
independent position of the account- 
ant. In this relationship, the account- 
ant is the independent fact-finder who 
determines by testing methods the re- 
liability of the information in the 
books, prepares his computations of 
the loss, and outlines to the adjuster 
the variable elements in which ranges 
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of opinion or judgment might produce 
a differing final result. In the subse- 
quent discussions with the insured, it 
is most practical for the accountant 
to take the lead in the technical as- 
pects of the figures, leaving the ad- 
juster to function in his proper capac- 
ity as an adjuster in settling the dif- 
ferences resulting from the varying 
viewpoints. In this procedure it is 
usually most desirable for the adjust- 
er to invite the insured to bring in his 
own accountant. Frequently, the in- 
jection of the two accountants in this 
manner, speaking a common technical 
language, results in quick agreement 
on basic facts and isolates as well as 
narrows the issues between the ad- 
juster and the insured. 


The use of the accountant in this 
way as a “shock trooper” can be ex- 
tremely effective for the adjuster. 
Furthermore, this process relieves the 
accountant of the necessity of writ- 
ing a voluminous report, and usually 
limits his presentation to a few state- 
ments or schedules. The adjuster has 
thereby acquired the full value of the 
expert ability of the accountant at but 
a small cost. He has had the account- 
ant first as a fact-finder, then at his 
elbow to participate in the discussion, 
to explain technical matters, and to 
lay the groundwork for reaching an 
agreement. The insured who is dealt 
with in this way will have no less re- 
spect for the settlement because it is 
approached factually. 


Boiled down into a simple outline, 
the foregoing leads to these sugges- 
tions to adjusters in the employment 
of public accountants as experts: 


(a) Develop a working relation- 
ship with an accounting firm which 
is in a position to assign one or 
more specialized accountants to loss 
work as the occasion arises. 


(b) Employ the accountant on 
all losses which concern books of 
account, even when the amounts in- 
volved are relatively small. 


(c) Relieve the accountant of the 
necessity of writing detailed re- 
ports; secure his findings in the 
form of summary schedules and 
statements, accompanied by an out- 
line of the basic points in question, 
and the possible ranges of judg- 
ment applicable in the final figure. 


(d) Employ the accountant in an 
informal relationship with a parti- 
cipation just short of that of a co- 
adjuster; have him attend the 
meetings with the insured (and the 
insured’s accountant), so that he 





can explain his figures, reach agree- 
ments on basic data, and isolate is- 
sues of judgment for the adjuster. 


If this procedure were adopted un- 
iformly by adjusters, it would permit 
a material reduction in the normal 
fees paid to accountants. It would 
thereby enable adjusters to employ 
expert accountants on many more 
losses than at present. 


There are some who would question 
the feasibility of the recommendation 
that expert accountants be employed 
on all losses involving books of ac- 
count. It is perhaps true that recur- 
ring claims of chain-store companies, 
for example, may be settled on the 
basis of agreed formulae or ratios. It 
undoubtedly is true that the amount 
of expense permissible on a claim of 
$500 or $1,000 would be small. 
Nevertheless, there is a method of 
employing accountants on a survey 
basis which meets these objections, 
and which secures the benefit of ex- 
pert review of every claim involving 
books of account. 


This plan is one whereby each such 
loss is referred to an expert account- 
ant for survey only, this term being 
understood to mean a quick and gen- 
eral check of the records to the ex- 
tent possible within the time of one 
day. It would contemplate that, at 
the completion of this survey, the ac- 
countant would be in a position to re- 
port orally (or by form letter) either 
to the effect that no discrepancies 
were observed and that further audit- 
ing would probably be futile, or that 
certain phases of the claim are ques- 
tionable and that the disclosures or 
doubts at that point warrant further 
investigation. 


By this plan, the accounting ex- 
pense would be limited to a fixed 
nominal cost for the survey in each 
case regardless of the size of the loss, 
and further auditing would be under- 
taken only when ‘authorized by the 
adjuster, and then only when based 
upon the accountant’s belief that such 
additional work would be justified by 
results. By this procedure the ad- 
juster could relieve himself of the re- 
sponsibility of assuming an expert 
knowledge of accounting involve- 
ments, without increasing the overall 
cost of adjustments to the companies. 


A general approach to a working 
relationship between adjusters and 
accountants along these lines would 
be highly valuable to the insuring 
companies, would greatly facilitate 
and improve the work of their ad- 
justers, and would be welcomed by 
the accounting profession as an op- 
portunity to be of greater service. 
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289. BARNES HINGHAM MUTUAL PRESIDENT. Charles 3. 
Barnes has been elected president of the Hingham 
Mutual Fire Insurance Company of Hingham, Massa- 
chusetts. He succeeds the late Ira G. Hersey. 
Other officers are: Winthrop J. Cushing, first vice 
president; Alan F. Hersey, second vice president; 
and Thomas Bates, secretary. 


290. INDEPENDENT INSURERS OPEN NEW OFFICE. The Na- 
tional Association of Independent Insurers opened 
new offices at 111 W. Washington St., Chicago, on 
July 1. Vestal Lemmon, former casualty actuary of 
the Texas Insurance Department, is in charge of the 
office as manager of the association. 


291, INLAND MARINE FOR "FLOOR PLAN" RISKS. A rul- 
ing authorizing companies licensed in New York 
state to issue inland marine forms of policies to 
cover property for sale while in the possession of 
dealers under a floor plan, subject to certain con- 
ditions, has been issued by Deputy Superintendent 
Alfred J. Bohlinger, of the New York Insurance De- 
partment. 


292. SALARIES FOR PRODUCERS APPROVED. The right of 
an insurance agent to work on a salary basis was up- 
held by Judge Omar O'Harrow of the Circuit Court of 
Morgan County at Martinsville, Indiana, in the case 
of Schoonover v. Indiana Insurance Department, et 
al, decided on July 3, 1946. The court held that so 
much of Section 209(a) of the Indiana Insurance 
Code as prevents the granting of an agent's license 
to a person who receives salaries from insurance 
companies is unconstitutional, null and void. The 
court enjoined the Insurance Commissioner of In- 
diana from refusing to issue agents’ licenses to 
otherwise qualified individuals who are paid on a 
salary basis. 


293. APPROVE HEMISPHERIC PROGRAM. The directors of 
the Chamber of Commerce of the United States, meet- 
ing in Washington, D. C., have adopted a resolution 
approving (1) the hemispheric insurance conference 
and its conduct; (2) a resolution adopted by the 
conference providing for a permanent committee com- 
posed and constituting the Chamber of Commerce of 
the U.S.A. as secretary of that committee; (3) ex- 
penditure of reasonable sums for legitimate ex- 
penses of carrying on the work of the committee. 


294, BROKERS TAX TO BE PAID UNDER PROTEST. The re- 
cently enacted Los Angeles ordinance which imposes 
a tax on business and professional occupations was 
discussed by the Los Angeles district of the Insur- 
ance Brokers of California at its July meeting. 
City attorney Ray Chesbro last month held that in- 
surance agents are exempt from the ordinance but 
that insurance brokers are subject to the tax. F. 
D. Scriven and G. F. Cronk, the latter a member of 
the city council which enacted the tax, were pres- 
ent at the meeting and verified the understanding 
that agents were exempt from the tax but brokers 
must pay it. Both advised that payment of the tax 
be made under protest. 


295, NEW HOSPITAL CARRIER ORGANIZED. Mutual Med- 
ical Insurance, Inc., Indianapolis, Indiana, has 
been formed to provide medical, surgical and ob- 
stetrical group insurance. Sponsored by the In- 
diana State Medical Association, the organization 
will operate as a non-profit company. Incorpora- 
tion papers have been filed and the company expects 
to start business soon with a caitalization, in- 
cluding advance premiums, of about $100,000. 


296, STARK HEADS ARMY INSURANCE BRANCH. « Major C. 
A. Stark has been named to succeed Lt. Col. A. S. 
Kuenkler as Chief of the War Department's contract 
insurance branch of the special financial services 


division, office of Chief of Finance. The insur- 
ance branch performs functions for all the Army's 
technical services and the War Department by dele- 
gation from the Undersecretary of War. 


297. W ONFERENCE COMMITTEE. Seven organiza- 
tions--American Association of State Compensation 
Insurance Funds, American Federation of Labor, 
Association of Casualty and Surety Executives, 
Congress of Industrial Organizations, Council on 
Industrial Health of the American Medical Asso- 
ciation, International Association of Industrial 
Accident Boards and Commissions, National Asso- 
ciation of Mutual Casualty Commpanies--have joined 
in forming a National Conference Committee on 
Workmen's Compensation. The Committee was estab- 
lished to meet the need for a medium through which 
problems affecting the administration of the 
workmen's compensation laws could be analyzed and 
solved in the best interests of individual workers 
and all others concerned. The U. S. Chamber of 
Commerce, National Association of Manufacturers, 
and the Bureau of Standards and Statistics of the 
U. S. Department of Labor, also have been invited 
to participate in the activities of this committee. 


298. RATE IRREGULARITY CORRECTION ORDERED. The use 
of a rate approximating a coinsurance rate and at- 
taching a stipulated amount clause in place of a 
coinsurance clause in the writing of blanket insur- 
ance has been ordered discontinued by Insurance 
Commissioner David A. Forbes of Michigan. In a 
communication addressed to all fire insurance com- 
panies licensed in the state, Commissioner Forbes 
ordered correction of the irregularity if it ex- 
ists. 


299, OKLAHOMA PREMIUM TAX SUITS DROPPED. Forty-one 

tax suits, involving the Oklahoma 4% insurance 
gross premium levy, have been wiped off district 
court books. Thirty-five suits have been dismissed 
and six settled by journal entry in the Oklahoma 
County Court. Cases withdrawn represent more than 
half the total of firms that paid taxes under pro- 
test and brought suit. 


300. CANADIAN TAXES WOULD APPLY TO MUTUALS. Mutual 
fire, casualty and automobile insurance companies 
would be subjected to income taxes from 1947 on, 
under Canada's new budget for 1946-47, but would be 
allowed to deduct such items as dividends or re- 
funds to policyholders. Dividends or refunds 
could be paid in cash, applied against renewal 
premiums or left with the company. Joint stock 
companies would be allowed to make similar deduc- 
tions before income taxes. Companies which exist 
on income from insurance on churches and schools 
would be tax exempt as would credit unions. The 
budget proposals are presently awaiting action by 
the Dominion Parliament. 


301. ZONE 4 DEFERS A & H ACTION. The requirement 
set up by Zone 4 last March for a complete break- 
down of loss ratios on various types of accident 
and health policies, retroactive to 1942, has been 
deferred until September as the result of a confer- 
ence in Detroit on July 9 between Commissioner 
Forbes of Michigan and committees for the health 
and accident organizations. There was no suspen- 
sion of the order already issued, requiring such 
reports for next year, which will stand unless re- 
voked or modified at the September meeting. 
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302, IOWA ON TERM RESERVES. An interpretation of 
its ruling on the so-called "Russian Plan", with a 
major change made relative to premium reserves, has 
been issued by the Iowa Insurance Department. Here- 
after, the Department held, companies need to main- 
tain a premium reserve on a term policy only on 
premiums actually collected with the exception 
that a reserve shall always be maintained on the 
premium for the current year for which the policy is 
in force whether collected or not. 


303. RISK RESEARCH INSTITUTE. W. J. Fitzsimons, 
assistant to the treasurer of the New York Herald 
Tribune, has been elected president of the Risk Re- 
search Institute. He had served as treasurer of the 
association for four years. Other officers are: 
H. E. Goodell, Western Electric Co., first vice 
president; E. L. Clark, J. C. Penney Co., second 
vice president; G. K. Daniels, Continental Grain 
Co., secretary; and B. E. Kelley, S. B. Penick & 
Co., treasurer. 


304, N._Y. RESPONSIBILITY LAW REVIEWED. A total of 
$1,066,889 was deposited by 7,571 New York motor- 
ists during 1945 because of failure to comply with 
the state's financial responsibility law. This 
figure does not fully measure the cost to uninsured 
motorists of accidents in New York state, since it 
does not include the many private claims which 
did not require the payment of deposits. A total of 
14,924 releases furnished the financial responsi- 
bility division of the motor vehicle bureau were 
accepted in lieu of deposits on proof that claims 
had been settled. During 1945, 33,190 motorists 
were required to obtain liability insurance by 
reason of the law's operations. 


305. WISCONSIN APPROVAL FOR BL R PLAN. The 
state-wide sale of the Milwaukee County Associa- 
tion's surgical care plan with Blue Cross acting 
as sales agent, has been given full approval by the 
Wisconsin Medical Society. Previously it had for- 
bidden the Milwaukee Plan from operating outside 
Milwaukee County. The society has approved a com- 
mittee to arrange for expansion of surgical care 
throughout the state to be sold in conjunction with 
Blue Cross, and existing objections of the state 
medical society to Blue Cross have been removed. 


306. APPROVE RECAPITALIZATION PLAN. A plan of re- 
capitalization was approved by stockholders of the 
Maryland Casualty Company at a special meeting in 
Baltimore, July 11. The plan is designed to liquidate 
by issuance of new preferred stock for approximately 
$24,000,000, all advances made to the company by the 
Reconstruction Finance Corporation. R.F.C. advances 
total $30,900,000, including principal and inter- 
est. The balance of $6,900,000 needed to retire the 
amount after sale of stock will be supplied from 
other funds of the company. 


307. JOHN A. KEELAN DIES. John A. Keelan, 64, pres- 
ident of Time Insurance Company, Milwaukee, Wis., 
died at his home on July 1l after an illness of sev- 
eral weeks. 


308. RECIPROCAL LICENSING AGREEMENT. Licensing of 
nonresident agents and brokers without requiring 
the applicant to pass an examination if he has pass- 
ed a written examination in his home state is pro- 
vided for under a reciprocal agreement entered into 
by the Pennsylvania Insurance Department and the 
Illinois Insurance Department. 


309. FEDERAL REORGANIZATION. Abolishment of the So- 
cial Security Board and U. S. Employees Compensa- 
tion Commission and the transfer of their functions 
to the Federal Security Agency, a reorganization 
plan advocated by President Truman, became effec- 
tive July 15. The Senate, by a vote of 40 to 37, 
refused to disapprove the plan. In another reor- 
ganization move the Senate sustained, by a vote of 
357 to 30, the President's plan putting the Federal 
Crop Insurance Corporation directly under Secretary 
of Agriculture Anderson. 


310, JUNE FIRE LOSSES. Preliminary estimates of the 
National Board of Fire Underwriters place June, 
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1946, fire losses at $44,240,000, an increase of 
29% over June, 1945. Fire losses in the United 
States for the first six months of this year are up 
$63,915,000 over the corresponding period last 


year. Estimated fire losses by month: 
1945 1946 

EE Peer $ 44,865,000 $$ 49,808,000 
DI So ce taldd dedles 41,457,000 51,759,000 
SE aig) ca alatn tiie, & ao. eee 40,876,000 53,252,000 
MEE, “he bss en's eo eo Be 37,950,000 52,153,000 
tiie ieee el oak 6s oder aks 34,153,000 46,094,000 
SE cos owic'e a-o.carece 090 0,000 


_34,090,000 44,240,000 
oats, echiae ae $233,391 ,000 $297 , 306,000 
311. OREGON AUTO FUND PLAN. A proposal to establish 
a state monopolistic automobile liability and prop- 
erty damage insurance fund will not be included in 
the general election ballot to be submitted to 
Oregon voters in November. Sponsors of the plan 
failed to obtain the necessary 23,108 registered 
voter signatures by the July 3 deadline. 


312. POLICE FIC CHECK. Nearly three million 
vehicles were examined by police officers in the 
United States and Canada between May 15 and June 30 
in the Police Traffic Safety Check. Of these 31.7 
per cent, nearly one-third, had obvious and hazard- 
ous defects. Rear and stop lights not operating 
head the list of defects, with faulty headlights and 
inadequate brakes the next worse offenders. In the 
United States 2,537,447 vehicles were checked; 801,- 
286 or 31.6 per cent had defects. 


313, APPOINT CHAMBER INSURANCE COMMITTEE. The per- 
sonnel of the 1946-1947 insurance committee of the 
Chamber of Commerce of the United States has been 
announced by William K. Jackson, president. It 
consists of the following: W. E. McKell, chairman, 
New York City; Carl N. Jacobs, vice chairman, 
Stevens Point, Wisconsin; Claris Adams, Columbus, 
Ohio; Walter F. Beyer, New York City; Judd Benson, 
Cincinnati, Ohio; Rollin M. Clark, Chicago; Paul F. 
Clark, Boston; Frank A. Christensen, New York City; 
Fred Conklin, Bismarck, N. D.; John A. Diemand, 
Philadelphia; Lee J. Dougherty, Davenport, Iowa; 
Chester 0. Fischer, Springfield, Mass.; Hovey T. 
Freeman, Providence, R. I.; Charles E. Hodges, Bos- 
ton; Frederick W. Hubbell, Des Moines, Iowa; Fran- 
cis V. Keesling, San Francisco; Laurence F. Lee, 
Jacksonville, Florida; James L. Madden, New York 
City; W. Ross McCain, Hartford, Conn.; John A. 
North, Hartford, Conn.; Courtlandt Otis, New York 
City; Walter E. Otto, Detroit; Otto Patterson, St. 
Louis; Herman J. Pelstring, Philadelphia; L. G. 
Purmort, Van Wert, Ohio; Chase M. Smith, Chicago; 
Jonn A. Stevenson, Philadelphia; John M. Thomas, 
Pittsburgh; John L. Train, Utica, N. Y.; Guy T. 
Warfield, Baltimore; Thomas Watters, Jr., New York 
City; Frazar B. Wilde, Hartford; Edward H. Wil- 
liams, Boston. 


314, APPEAL AUTO DEALERS' LICENSE DECISION. An ap- 
peal from the decision that automobile dealers in 
Tennessee may be issued licenses as agents for 
Motor Insurance Corporation, handed down in May in 
Davidson County Circuit Court, has been taken by 
the State Insurance Department, by attorney Cecil 
Sims, representing a group of stock insurance 
agents, and by Levine and Levine in behalf of mutual 
insurance agents. The appeal will not be heard 
before October and a decision is unlikely before 
next Spring. Auto dealers in the state will remain 
unlicensed pending outcome of the appeal. 


315. CANADIAN FIRE LOSSES. Fire losses in Canada 
for June, 1946, are estimated at $4,411,295 as 
against $5,582,125 for the same month last year. 
Losses for the first half of 1946 were $32,684,750 
as compared with $25,808,650 for the same period in 
1945, an increase of almost 30%. 


316. MARYLAND WARNS ON REBATE PRACTICE. The pay- 
ment of premiums, without interest, by special 
agreement for any period of time or beyond the time 
of payment usual and customary for the particular 


class or character of the insurance written shall 
be considered a rebate and in violation of the Mary- 
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land insurance laws, it has been ruled by Lawrence 
E. Ensor, Maryland Insurance Commissioner. 


317. 1945 COMPENSATION EXPERIENCE. The New York 
Insurance Department report on Countrywide Work- 
men's Compensation experience of insurance com- 
panies doing business in New York, recently issued, 
shows: 69 stock casualty companies with a premium 
income of $243,396,634, loss ratio of 60.8, ex- 
penses incurred 36.3, net underwriting gain 2.9; 
27 mutual casualty companies, premium income $149, 
014,049, loss ratio 57.9, expense ratio 23.4, net 
underwriting gain 18.7; State Insurance Fund, 
premium income $25,533,320, loss ratio 78.5, ex- 
penses incurred 20.2, net underwriting gain 1.3; 6 
reinsurance companies, premium income $5,173,598, 
losses incurred 52.4, expenses incurred 23.1, net 
underwriting gain 24.5. 


318, INSTALLMENT PLAN FILINGS. The governing com- 
mittee of the New York Fire Insurance Rating Organi- 
zation on July 10 unanimously adopted a formal 
resolution declining to authorize filings of plans 
for the installment payment of term premiums with 
the New York State Insurance Department in behalf 
of its affiliated companies. The committee's action 
does not prevent companies from filing their own 
plans. 


319, MORTGAGEE AND RETURN PREMIUM. The right of an 
insurance company to pay a return premium to the 
party which financed the premium rather than to the 
mortgagee holding the policy as collateral secur- 
ity, has been upheld by the Supreme Court of New 
York, New York County, in the case of B. X. Corpor- 
ation v. Aetna Ins. Co. The plaintiff, as mort- 
gagee, sued the Aetna to recover the amount of re- 
turn premium, $6,579, which the Aetna had paid to 
First Bancredit Corp., which had financed the pre- 
mium for the mortgagor, Workers Colony Corp., when 
the mortgagor defaulted in its payment of a $5,000 
installment due the finance corporation. 


320, 1945 FIDELITY AND SURETY EXPERIENCE. The re- 
port on countrywide fidelity and surety experience 
of insurance companies doing business in New York, 
recently issued by the New York Insurance Depart- 
ment, shows: 60 stock casualty companies, fidelity 
premiums $56,525,293, losses incurred 17.9, ex- 
penses incurred 53.4, net underwriting gain 28.7; 
6 mutual casualty companies, fidelity premiums $1,- 
340,692, losses incurred 46.0, expenses incurred 
27.9, net underwriting gain 26.1; 6 reinsurance 
companies, fidelity premiums $5,812,504, losses 
incurred 29.9, expenses incurred 49.6, net under- 
writing gain 20.5. In the surety field the report 
reveals: 60 stock casualty companies, premium in- 
come $35,039,866, losses incurred —.9, expenses in- 
curred 58.5, net underwriting gain 42.4; 4 mutual 
casualty companies, premium income $70,379, losses 
incurred 35.8, expenses incurred 43.8, net under- 
writing gain 20.4; 6 reinsurance companies, premium 
income $2,911,850, losses incurred, 8.8, expenses 
incurred 54.5, net underwriting gain 36.7. 


321, JUNE TRAFFIC DEATHS. Traffic deaths in the 
United States during June, 1946, were 2,510, an in- 
crease of 27% over June, 1945, according to the Na- 
tional Safety Council. A total of 15,750 traffic 
fatalities were reported for the first six months 
of 1946, a 40% increase over the corresponding period 
last year. Traffic fatalities by months: 





1945 1946 Increase 
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322, JESS G. READ DIES. Jess G. Read, Oklahoma Com- 
missioner of Insurance since 1924, died in his sleep 
from a heart attack on July 20--only a day after he 
had celebrated his 60th anniversary. Mr. Read was 
especially active in the affairs of the National 
Association of Insurance Commissioners, having 


August, 1946—15 


served as chairman of important committees, second 
vice president and president. In 1931 he was elected 
secretary of the organization, a post he held con- 
tinuously up to the time of his death. 


323, RURAL DISTRICT LOANS OF . The Farmers Mu- 
tual Insurance Company of Lincoln, Nebraska, in an 
effort to stimulate the creation of rural fire 
fighting districts, is offering loans to districts 
for the purchase of necessary apparatus. The loan 
would be repaid in annual installments over a 
period of ten years. 


324, 1945 COUNTRYWIDE AUTO EXPERIENCE. The nation- 
wide experience of all types of companies doing an 
automobile insurance business in New York State, 
recently made public by the New York Insurance De- 
partment, shows: 73 stock casualty companies wrote 
bodily injury premiums totaling $212,386,903, loss- 
es incurred 56.4, expenses incurred 47.2, net un- 
derwriting gain -3.6; 26 mutual casualty companies, 
bodily injury premiums $50,177,952, losses incurred 
50.4, expenses incurred 34.8, net underwriting gain 
14.8; 6 reinsurance companies, bodily injury premi- 
ums $10,395,684, losses incurred 59.1, expenses in- 
curred 49.9, net underwriting gain -9.0. In the 
automobile property damage field the report re- 
vealed: stock casualty company premiums $76,381, - 
781, losses incurred 73.5, expenses incurred 53.1, 
net underwriting gain -26.6; Mutual casualty conm- 
pany premiums $18,051,395, losses incurred 67.0, 
expenses incurred 38.3, net underwriting gain -5.3; 
reinsurance company premiums $1,503,999, losses in- 
curred 46.0, expenses incurred 51.2, net underwrit- 
ing gain 2.8. 


325, SELF-INSURERS FORM NATIONAL COUNCIL. Organi- 
zation of the National Council of State Self-Insur- 
ers Associations, comprised of groups in New York, 
Pennsylvania, New Jersey, Maryland, California, 
Utah and Idaho, has been completed. Cyrus F. Smythe, 
of New York is president of the Council. Purpose 
of the new Council, it is stated, will be to pro- 
vide more concerted representation for the self-in- 
surers associations at the national conventions of 
the International Association of Industrial Acci- 
dent Boards and Commissions and to take the provin- 
ciality out of state association efforts. 


326. DICKEY NEW OKLAHOMA COMMISSIONER. Donald Dick- 
ey of Weatherford, Oklahoma, has been named to fill 
the unexpired term of the late Jess G. Read as in- 
surance commissioner of the State. He will also be 
a candidate for the office in the forthcoming elec- 
tion and his name will appear on the Democratic 
ticket. Mr. Dickey, who is 25 years of age, is a 
former president of Future Farmers and has been 
active in 4-H Club work. 


327. W._H. RODEN DIES. William H. Roden, 55, secre- 
tary of the America Fore Insurance Group, died at 
his home in Malverne, Long Island, on July 24, after 
a short iliness. 


328. N.C. FINANCED CAR RULING. Commissioner of 
Insurance William P. Hodges of North Carolina on 
July 18 issued an amended ruling pertaining to in- 
surance on financed automobiles, providing (1) that 
effective immediately, but not later than August l, 
all companies writing insurance on financed cars 
in the state shall supply the insured purchaser or 
borrower with a certificate of insurance containing 
full and complete information regarding the type of 
coverage, limits of liability, premiums for the in- 
dividual coverages, duration of the contract, 
whether double or single interest coverage, and the 
terms and conditions of such insurance complete in 
all details; (2) where only single interest cover- 
age is issued such policy shall not contain any pro- 
vision which would prohibit the purchaser or bor- 
rower from obtaining coverage elsewhere in an 
amount sufficient to cover the equity in said motor 
vehicle; (3) all such certificates of insurance 
shall be countersigned by a duly licensed agent 
residing in the state. 


329, KENNETH SPENCER DIES. Kenneth Spencer, presi- 
dent of the Eagle, Globe and Royal Indemnity Con- 
panies, died on July 26 after a brief illness. 
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COMMISSIONERS—Association 23, 100, 
126, 127, 143, 179, 202, 212, 237, 239, 
247; California 141; ‘Canada 8,277; 
Georgia 288; Kansas 283; Michigan 
207; Minnesota 192; Missouri 72,199; 
Nebraska 270; New York 52, 109, 147, 
152, 163; Ohio 51; Oklahoma 322, 326; 
Wisconsin 165. 


COMPANIES—Atlantic Mutual 2,63; re 
insurance merger 5; new companies 9, 
34, 107, 119, 166, 251, 272, 282, 295; 
insurance stores 16; Indiana medical 
plan 40; Agricultural Mutual 49; Drug- 
gists Mutual 53; Michigan Shoe Deal- 
ers 57; Threshermen’s Mutual changes 
name 67; Millers National 77; Indiana 
Lumbermens 82; Springfield F. & M. 
95; Reinsurance Corporation 108; Amer- 
ican Mutual Liability 120, 155, 160; 
Motorists Mutual 139; Mutual Imple- 
ment 150; LMC expands farm depart- 
ment 151; companies sold 161; Insur- 
Omedic Life 201; merger approval 225; 
America Fore 252; Standard Accident 
258; National Reserve absorbed 275; 
Travelers 282; approve Maryland Cas- 
ualty recapitalization plan 306; Farmers 
Mutual of Lincoln 323. 


COURTS—Imputed negligence doctrine 
12; mutual dividend control 25; joint 
mutual operation 50; Missouri rate case 
113; compensation injured minor 137; 
Michigan comp. law 159; Nebraska com- 
pensation decision 195; licensing of 
auto dealers 219, 243, 314; premium tax 
35, 37, 242, 299; State Farm injunction 
226; Pa. compensation decision 233; 
state right to regulate 244; reciprocal 
subscribers not liable 264; companies 
win D. C. rate case 285; salaried em- 
ployees 292; mortgagee and return 
premium 319. 


DEPARTMENTAL RULINGS—N. Y. on 
“Appleton Rule” 7; N. Y. refuses “no 
claim credit” 33; Nebraska auto liabil- 
ity 54; Texas approves policy 61; Ne- 
braska salary reports 62; N. Y. compen- 
sation investigation 64; deviation ap- 
proval powers 79; Missouri food lockers 
91; A. & H. loss ratios 110; Kansas hail 
reports 117; Canadian bond restrictions 
121; Mo. power of attorney 122; Pa. 
insurance charters 123; D. C. inland 
marine ruling 124; Illinois housing 131; 
N. C. ruling 183; N. Y. multiple-line 
ruling 191; D. C. approves installment 
premium 194; Maine PPF 203; Connec- 
ticut financed car ruling 213; licensing 
of auto dealers 219, 243; Mo. financed 
car ruling 222; Michigan replacement 
coverage 207; Texas licensing 249; Ala- 
bama experience reports 271; Ky. re- 
newal plan 274; Mass Multiple Line Law 
287; “Floor Plan” risks 291; rate irreg- 
ularity correction ordered 298; Iowa on 
term reserves 302; reciprocal licensing 
agreement 308; Md. warns on rebate 
practice 316; N. C. financed car ruling 
328. 


INDIVIDUALS—AMinskey retirement 1; 
Hannah death 29; Sirois appointment 
32; Donovan new general counsel 73; 
































Sen. Radcliffe chairman 76; Sawyer re- 
sumes law practice 93; Mylod heads Pa- 
cific Fire 97; Cullen dies 109; Harwood 
heads marine groups 115; Kemper resig- 
nation 129; C. P. Rutledge dies 162; 
Falls retires 184; Charles C. Bowen dies 
188; Otto heads mutual casualty organ- 
izations 189; Schauffler resigns 197; 
Spottke promoted 198; Blackall joins 
fire company 206; Bowersock heads 
IMUA 223; Hardy retires 224; Christen- 
sen reelected 230; Cleaveland dies 232; 
Kemper treasurer Fepublican Committee 
248; Joern resigns 260; McKell heads 
insurance committee 263; Reiss heads 
Washington Mutual Fire 267; Liggett 
death 268; John Hoffa-dies 281; Homer 
C. Parker dies 278; E. E. Wehman dies 
286; Barnes heads Hingham Mutual 
289; Stark heads Army Insurance 
branch 296; John A. Keelan dies 307; 
Jess G. Read dies 322; W. H. Roden 
dies 327; Kenneth Spencer dies 329. 


LEGISLATION—Multiple line bills 46, 


287; Saskatchewan insurance 15; adver- 
tising regulation 172; Oregon auto fund 
173, 311. 


MEETINGS—A. & H. Conference 3; 


Truman Highway Safety Conference 14, 
94, 208; Pacific Underwriters 22, 215; 
NAIC committee meetings 23, 179, 202, 
212; N.F.P.A. 27; insurance teachers 
31; All-Industry Committee meetings 36, 
101, 157; hemispheric conference 56, 99, 
210, 293; meetings scheduled by months 
38, 88, 133, 185; mutual agents meet- 
ings 65, 238; Wisconsin mutual meeting 
66; A.M.A. insurance conference 96; 
Loss Managers 114; mutual casualty 
meeting 130; Zone 1 -Commissioners 
meet 146; Purdue arson school 169; 
mutual engineers meeting 178; Pa. In- 
surance Days 205; National Assn. Insur- 
ance Agents 214; Insurance Advertising 
Conference 221; Insurance Accountants 
229; Zone 4 defers A. & H. action 301. 


MISCELLANEOUS — miner’s compensa- 


tion 10; fire prevention awards 15; hos- 
pital withdrawals 24; Nebraska Assigned 
Risks 26; Canadian bead restrictions 30; 
trafic scholarships 41; safety directory 
42; Toronto insurance coverage 44; fed- 
eral office to aid insurance 59; Saskatch- 
ewan auto fund 71, 92; social security 
hearings 84; Hartford city insurance 85; 
insurance education survey 98; Birming- 
ham insurance 106; Knoxville insurance 
coverage 45, 125; housing and fire safety 
134; French nationalization 138; termi- 
nate Cuban affiliation 154; Chamber 
radio program 156; traffic safety con- 
test 171; fire waste contest 174; New Or- 
leans insurance probe 181; Illinois re- 
sponsibility law 187; circus safety stand- 
ards 190; turkey losses heavier 193; 
Insurance Institute examinations 211; 
Philippine coverage 216; Canton ap- 
points U. S. manager 218; grain ele- 
vator safety controls 220; seek arson 
movie ban 231; extend compensation 
coverage 235; classification agreement 
237; Argentine decree 240; N. Y. re- 
sponsibility law reviewed 304; Federal 


reorganization 309; rural district loans 
offered 323; Police traffic check 312. 


ORGANIZATIONS—NAIA 19, 148; In- 


surance Executives Assn. 121; Traffic 
safety conference committee 43; Na- 
tional Assn. of Independent Adjusters 
55, 246; A.M.A. on medical care plans 
69; National Bureau of C. & S. Under- 
writers 73, 198; Ontario Insurance 
Agents Assn. 75, 164; Ohio Mutual Fed- 
eration officers 83; Hall heads traffic 
committee 89; All-Industry Committee 
meetings 36, 101, 157; Texas Industrial 
Board 102; Protection Committee dis- 
solved 112; N.F.P.A. 116, 245; Ameri- 
can Bar Assn. 132; Georgia mutual 
agents elect 136; Boyd heads Ohio Mu- 
tual Agents 140; Independent Insurers 
144, 290; Missouri agents retain Scheu- 
fler 158; California plan 167; Blue Cross 
enrollments 176; medical organization 
chartered 177; War Assets Agency 182; 
Assn. of C. & S. Executives 186; Na- 
tional Assn. of Mutual Casualty Com- 
panies 189; Pacific Board reorganization 
215; IMUA 223; Insurance Society of 
N. Y. 224; Wisconsin medical plan 228; 
National Board of Fire Underwriters 
230, 265; South-Eastern Underwriters 
Assn. 234; Arkansas mutual agents 241; 
Mutual Fire Insurance Assn. of N. E. 
250; Virginia Assn. of Mutual Insurance 
Cos. 253; Special Libraries Assn. 254; 
American Management Assn. 255; Texas 
Tax Equality League 259; U. S. Cham- 
ber 269, 313; National Assn. of Insur- 
ance Women 279; Risk Research Insti- 
tute 261, 303; N. C. Mutual Agents 266; 
National Assn. Insurance Brokers 284; 
W. C. Conference Committee 297; Blue 
Cross gains Wisconsin approval 305; 
National Council of State Self-Insurers 
Associations 325. 


RATES—Arkansas 4; Texas 6; Michigan 


11; Rhode Island 18; District of Colum- 
bia 20, 111, 285; Va. 70, 217; furrier 
customers’ policy 74; Washington 80; 
burglary manual changes 81; Maryland 
rating bureau 86, 200; personal liabil- 
ity revisions 90; auto rates 103, 105, 
236; medical payments extension 180; 
model rating bills 239; wage limitation 
rule 256; installment plan filings 318. 


STATISTICAL—1944 accidental deaths 


13; 1945 fire record 17; Canadian fire 
28, 60, 118, 227, 273, 315; U. S. fire 
losses by months 68, 104, 175, 209, 257, 
310; railroad fire losses 78; February 
trafic deaths 128; 1945 fire premiums 
145; large loss fires 149; Canadian auto 
losses 153; casualty premiums 168; 
March traffic deaths 170; May traffic 
deaths 276; 1945 compensation exper- 
ience 317; 1945 fidelity and surety ex- 
perience 320; 1945 countrywide auto 
experience 324; June traffic deaths 321. 


TAXES—Premium tax 35, 37, 39, 196, 
204, 242, 299; Canadian taxes 48, 300; 
retaliatory tax law fought 87; interest 
on overcharged taxes 142; Texas Tax 
Equality League 259; brokers’ occupa- 
tional tax 262,294. 
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By V. N. VALGREN 


HE term “single risk” or its 

equivalent “any one risk” is en- 

countered in many of the state 
insurance laws and its use is common 
in insurance practice. In the state 
laws it occurs, as a rule, in provisions 
intended to safeguard the solvency 
of insurance companies by prohibiting 
their exposing themselves to any one 
loss that would be unduly large in re- 
lation to available assets, or, in the 
case of an assessment mutual, to the 
volume of insurance over which the 
loss could be spread. 


When used in connection with fire 
insurance on farms as well as in the 
city, “single risk” is generally under- 
stood to mean an aggregation of prop- 
erty that is subject to loss by one fire, 
and in some of the laws it is loosely 
so defined. In the case of farm fire 
insurance, however, this definition is 
relatively meaningless unless it goes 


further and answers the question of 
when, or under what circumstances, 
a given aggregation of property shall 
be considered subject to loss by one 
fire. 


It is proposed in this article to ex- 
amine briefly what the state laws ap- 
plicable to farmers’ fire insurance mu- 
tuals say and fail to say on the sub- 
ject of maximum single-risk, and 
later to indicate how these mutuals 
have defined or interpreted the term. 
Finally it is proposed to offer a few 
modest comments and suggestions 
bearing on a valid and acceptable defi- 
nition of “single risk” in farm fire 
insurance. 


The farmers’ mutual companies, 
which for many years past have car- 
ried the bulk of farm fire insurance 
in the United States, were organized 
and operate as a rule under separate 
chapters or articles of the insurance 
laws that apply exclusively to such 


companies. In several of the states, 
in fact, farmers’ mutual fire insurance 
companies are declared exempt from 
any other chapter, article, or provi- 
sion of the insurance law unless it is 
expressly made applicable to them. As 
an example of such exemption may be 
cited a provision in the West Virginia 
law which reads: “Any such company 
organized or operating under the pro- 
visions of this article shall be exempt 
from all provisions of other insurance 
laws of this state, and no law here- 
after passed shall apply to such com- 
panies unless such law shall expressly 
declare that it is applicable to farmers’ 
mutual fire insurance companies, as 
contemplated in this article.” 


Forty-four of the forty-eight states 
at present have more or less separate 
and complete laws under which a 
farmers’ mutual of prevailing type 
may organize and operate. The four 
exceptions are Florida, Mississippi, 
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Louisiana, and Nevada. Of the forty- 
four that have such laws some twenty, 
so far as readily apparent to a lay- 
man, prescribe no stipulated limits to 
the amounts that may be written and 
retained on single risks. In some of 
these twenty states, it may be found 
that legal limits prescribed in other 
parts of the insurance laws can be 
held to apply to farmers’ mutuals. 
But this can obviously not be done 
in Wyoming and New Mexico, where 
the farmers’ mutual laws provide ex- 
pressly that such companies may in- 
sure “for any amount the company 
may deem safe on any one risk.” 
Among the other states, in which ap- 
parently, but not expressly, the maxi- 
mum risk is left to the discretion of 
the company, are such states as Ohio, 
Wisconsin, Minnesota, and the two 
Dakotas, in each of which farmers’ 
mutual insurance is strongly devel- 
oped. 


The remaining states, twenty-four 
in number, have in their farmers’ mu- 
tual laws at least some sort of pro- 
vision intended to prescribe single- 
risk limits. Their provisions on this 
point may be grouped on two bases 
as follows: (1) the extent, if any, to 
which they provide a significant defi- 
nition of single risk; and (2) the ex- 
tent, if any, to which they grade the 
stipulated maximum single risk to the 
capacity of a company, as measured 
either by assets on hand or insurance 
in force. 


Of the twenty-four states that pre- 
scribe single-risk limits in their farm- 
ers’ mutual laws, only seven provide 
any sort of definition of single risk 
and only two of these seven, New 
York and California, go further than 
to indicate that it means propery sub- 
ject to loss by one fire. In the matter 
of varying or grading the prescribed 
limit to assumed capacity, twenty of 
the twenty-four do provide such grad- 
ing, while the other four in each case 
prescribe a single arbitrary limit re- 
gardless of assets or insurance in 
force. 


Examples of undefined and un- 
graded single-risk limits are the Ver- 
mont limit of $5,000 for “assessment 
mutuals,” and the Illinois limits of 
$20,000 for “county mutuals” and of 
$10,000 for “township mutuals.” In 
Illinois as elsewhere when “county” 
or “township” are used to describe 
these mutuals or the laws governing 
them, they no longer mean that a com- 
pany is restricted to one county or 
township, but rather that the maxi- 
mum territory permitted is prescribed 


in terms of the designated political 
unit. 
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As examples of laws with incon- 
clusive definitions, but with elaborate 
grading of the single-risk limits, may 
be cited those of Tennessee and Ala- 
bama applicable to “county mutuals”, 
which in identical words provide as 
follows: The maximum amount car- 
ried on any one risk or hazard sub- 
ject to one fire by any company shall 
not exceed the amount prescribed in 
the following schedule: 


Amt. of Ins. 
in force Max. Risk 
Under $100,000.00 _......__. $ 1,000.00 
$ 100,000.00—$ 250,000.00... 1,500.00 
250,000.00— 400,000.00. 2,000.00 
400,000.00— 600,000.00... 3,000.00 
600,000.00— 900,000.00. 4,000.00 
900,000.00— 1,200,000.00. 5,000.00 
1,200,000.00— 1,500,000.00 . 5,500.00 
1,500,000.00— 2,000,000.00... 6,000.00 
2,000,000.00— 2,500,000.00... 7,000.00 
2,500,000.00— 3,000,000.00.. 8,000.00 
3,000,000.00— 3,500,000.00_.. 9,000.00 
3,500,000.00 and over ... 10,000.00 


The above provision has the ap- 
pearance of being exceptionally spe- 
cific; but with each company left to 
decide for itself what is meant by 
“any one risk or hazard,” the attempt 
carefully to grade the maximum risk 
to assumed capacity appears largely 
if not entirely futile. In any case, 
except in the first few grades when 
applied to a newly organized com- 
pany that must extend itself in order 
to get a start, the prescribed limits 
seem better calculated to encourage 
unduly large retentions on single risks 
than to uphold a reasonable standard 
of conservatism. 


Somewhat more typical of the 
single-risk limitations in the states’ 
laws that grade their limits is the 
following provision of the West Vir- 
ginia law already quoted on another 
point: 


“No such company shall insure any 
single risk comprising a building and 
contents or other property so located 
as to be subject to loss by a single 
fire for a greater amount than $1,000 
until its insurance in force shall be 
as much as $500,000, nor shall it then 
insure any such risks for an amount 
greater than one-fifth of one per cent 
of the net insurance in force under its 
policies, unless the risks insured by 
the company in excess of the amounts 
above stipulated are simultaneously 
covered by reinsurance.” This pro- 
vision, except for its failure to indi- 
cate under what circumstances prop- 
erty shall be deemed subject to a 
single fire, seems otherwise rather 
well considered. 


The New York law, one of the two 
that carry a somewhat concrete defi- 
nition of single risk, provides as fol- 





lows: “Subject to other provisions of 
this section, no assessment corpora- 
tion shall expose itself to any loss as 
a result of one fire in an amount ex- 
ceeding $7,000 by insurance on prop- 
erty which is situated less than sixty 
feet from any other property except 
property consisting of or located in a 
building of fire resistive construction 
or fully protected by automatic 
sprinklers.” The words “other pro- 
visions,” in the introductory phrase, 
presumably have reference in part at 
least to a preceding paragraph of the 
law which provides that reinsurance 
may be deducted from the amount of 
insurance “on any single risk” before 
the stipulated limit of $7,000 is ap- 
plied. [N. Y. Consol. Laws (McK., 
1940), Ins. Law, sec. 369 (4)]. 


The only other law, as earlier indi- 
cated, that makes clear what it means 
by a single risk is that of California 
which governs “county mutual fire in- 
surers.” This California law, first 
prescribes certain risk limits for a 
company just starting in business— 
namely $2,000 during the first three 
months of operation and thereafter 
1% of the insurance in force. It 
then continues in part as follows: 
“Except as provided in this section, 
such insurer shall not issue policies 
to an amount in excess of $6,000 on 
any one risk, whether under one or 
more policies, without immediately re- 
insuring the excess amount in some 
other insurer. Any such insurer hav- 
ing more than $10,000,000 insurance 
in force as shown by its books may, 
for each million dollars in excess of 
$10,000,000, write $500 additional in- 
surance in excess of $6,000 on each 
such risk.” . . . “Where the amount of 
insurance already written equals the 
amount limited by the provisions of 
this article, no additional insurance 
shall be written by such insurer on 
country property within a radius of 
one hundred feet of an existing risk. 
Such radius shall continue at not less 
than seventy-five feet during the life 
of the policy, unless insurance within 
the radius is covered by reinsurance.” 
[Cal. Ins. Code (Deering, 1944, 1945 
Supp.) secs. 6046-47 and 6050.] 


Although these several California 
provisions may leave something to be 
desired from the viewpoint of sim- 
plicity and clearness they do, like the 
single and brief New York provision, 
make known the general circum- 
stances under which the law will con- 
sider an aggregation of property to 
constitute a single risk. These two 
farmers’ mutual laws—the only two 
that provide a somewhat concrete defi- 
nition of single risk—have little else 
in common. Their implied definitions 











of a risk differ materially. The New 
York law prescribes a single arbi- 
trary limit for all companies that 
come under its provisions, regardless 
of assets or volume of insurance. The 
California law prescribes limits ad- 
justed to the insurance in force, and, 
in the case of a new company, also to 
the stage of its development. 


Every farmers’ mutual fire insur- 
ance company, so far as known, has a 
self-imposed limit on what it will 
write and retain on a single risk, and 
this limit is usually well within the 
legal maximum in states where such 
maximum is prescribed. This self- 
imposed limit is sometimes found in 
the by-laws; but more often it is 
merely a part of the company’s rules 
and regulations adopted by the board 
of directors for the guidance of its 
officers and agents. 


The general tendency, as might be 
expected, is to increase the limit more 
or less with the growth of the com- 
pany in volume of insurance and in 
net assets. Very generally, however, 
any new limit adopted is a materially 
smaller percentage of the outstanding 
insurance than was the former limit 
at the time of its adoption. In other 
words, the tendency appears to be to- 
ward increased conservatism in the 
single-risk limit with advance in the 
company’s age and size. Limits of 
two, three, four or five thousand dol- 
lars, are relatively common for me- 
dium-sized farmers’ mutuals with 
outstanding insurance of from five 
to twenty million dollars. For mu- 
tuals below this range the limit in a 
few cases is as low as $1,000, and 


for those of larger size it may be 
$10,000 or more. 


It is with the meaning or definition 
of single-risk, however, rather than 
with the nominal dollar limit, that 
this article is concerned. As was 
stressed earlier in connection with the 
farmers’ mutual laws, dollar limits 
have little meaning unless the aggre- 
gation of property to which the limit 
applies is also known. The laws with 
only two exceptions, so far as readily 
apparent, leave it to the companies to 
interpret what is actually meant by a 
single risk although some other laws 
do indicate that it means property 
subject to loss by one fire. 


In their attempt to give their single- 
risk limits a concrete meaning, many 
of the farmers’ mutual companies 
have gone to one extreme or another. 
A substantial number, on the one 
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hand, consider all the buildings and 
other property insured on a given 
farm as constituting a single risk. 
Typical examples of this interpreta- 
tion taken either from farmers’ mu- 
tual by-laws or from definitions sup- 
plied by secretaries of such compa- 
nies include: “All buildings and 
equipment on one farm”; “All build- 
ings in any one farm group”; “All 
buildings on one farm homestead.” 


Such very conservative interpreta- 
tions of single risk are most com- 
mon, as might perhaps be expected, 
in some of the New England states 
where, as a convenience in heavy 
snowfall, the dwelling and the barn 
are connected in many instances by an 
enclosed passageway of wooden con- 
struction. But extremely conserva- 
tive interpretations are not confined 
to New England companies. In fact 
the climax of conservatism in the 
definition of single risk was provided 
by a Montana farmers’ mutual secre- 
tary who indicates that his company 
considers as one risk: “One set of 
farm buildings within one-half mile 
radius.” 


On the other extreme in the inter- 
pretation of single risk, which might 
be classed as dangerously optimistic, 
are the companies that consider each 
building on the farm a separate risk. 
Specific definitions of this type in- 
clude: “A building and its contents 
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is considered one risk”; “Any sepa- 
rate building”; “Any one building.” 
Only slightly less optimistic is the 
definition of another company which 
considers as one risk: “Any dwelling 
and contents and buildings very close 
together.” 


The majority of the farmers’ mu- 
tuals have definitions of single risk 
which fall between the two extremes 
above cited. A considerable number 
of these companies class as one risk 
all property located within a stipu- 
lated radius; but most of them stipu- 
late more specifically the distance by 
which two buildings must be “sepa- 
rated” in order to be considered two 
distinct risks. 


Examples of definitions using a 
specified radius are: “One risk is all 
buildings within one hundred foot 
radius” ; “All property within a radius 
of one hundred feet.” Although one 
hundred feet is the radius most often 
specified as making property within 
it one risk, many other radii are desig- 
nated by scattered companies — as 
short as sixty feet and as long as two 
hundred feet or even longer. 


When the term radius is used in 
this connection, it is apparently the 
intention that the principal building, 
or the point of it nearest to another 
building in question, shall be the cen- 
ter of the circle from which the des- 
ignated radius is measured. But the 
inclusion of a provision to this effect 
appears to be generally overlooked 
with the result that room is left for 
two opposite conclusions. Assume, 
for example, a rule providing that all 
buildings within a radius of eighty 
feet are to be considered one risk, 
and that the barn of an applicant for 
insurance is located one hundred feet 
from the dwelling. The two build- 
ings are then separate risks if a point 
in either of them is considered the 
center for the specified radius, but 
they are one single risk if a point half 
way between them is made the center. 


That it is intended to have the ra- 
dius measured from a point in one 
of the buildings in question is in part 
suggested by the fact that the speci- 
fied radius tends to run about the 
same as the specified minimum dis- 
tance between two buildings required 
by other companies in order to make 
them separate risks. In this latter 
case also the most common distance 
is one hundred feet; although shorter 
and longer distances are used by many 
companies—one hundred and fifty 
feet or more being required in some 
cases while distances of seventy-five 
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feet or less are also encountered in 
other exceptional instances. 


Fairly typical of the definitions us- 
ing a minimum distance in defining 
a single risk, is that found in the 
by-laws of a South Dakota company: 
“Buildings nearer than one hundred 
feet must be taken as one risk only, 
with stated amount on each in appli- 
cation and policy.” Another also us- 
ing a minimum distance, but more 
complete and explicit than most of 
those of its kind, may be quoted from 
the by-laws of an Iowa farm mutual: 
“The Secretary shall reinsure . . . all 
in excess of $4,000 on any one risk. 
A single risk may be (a) a single 
building, or (b) two or more build- 
ings within one hundred feet, or (c) 
two or more buildings within a dis- 
tance of more than one hundred feet 
if intermediate buildings are of ma- 
terial or size or location making 
spread of fire imminent.” This pro- 
vision, too, may fall short of what 
would be desirable, but it does evi- 
dence a clear understanding of the 
problem involved and it affords a 
pretty good guidance to the officers 
and agents of the company. 


It should perhaps be said in this 
connection that, as a rule, the deci- 
sions or rulings of the management of 
farmers’ mutuals in concrete cases 
are more logical and farsighted, than 
might be inferred from some of their 
printed by-laws or rules. Common 
sense action is stressed and practiced 
by these mutuals more generally than 
is precise or technical language. But 
this rule, like the proverbial one, may 
have its exceptions. Some years ago 
the writer visited the home office of a 
farmers’ mutual that had in its by- 
laws a provision to the effect that no 
policy could be issued for more than 
$2,000 (no doubt originally intended 
as a maximum-risk provision). To 
bring out the possible existence of 
some reinsurance arrangement, the 
secretary was asked what the com- 
pany did when offered a risk that 
merited insurance in excess of $2,000. 
“Oh then,” was the reply, “I write 
two policies on that risk.” It may be 
hoped that this exception to the above 
rule is distinctly obsolete. 


HE following are intended as 
comments and suggestions upon 
this subject. From the preceding sec- 
tions of this article, it should be ob- 
vious that the term “single risk” is 
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used with extreme looseness in most 
of the state laws that govern farmers’ 
mutuals, and also in the by-laws or 
rules of many of the companies. Fur- 
thermore, insofar as it is defined in 
such a way as to give concrete mean- 
ing, the definitions present a discon- 
certing variation. 


As to the farmers’ mutual laws, it 
obviously makes little difference 
whether or not they prescribe single- 
risk limits or what the prescribed 
limits are unless the risk to which the 
limit applies is defined in some con- 
crete way. A reasonably reliable defi- 
nition of single risk, or in other words 
of property that shall be considered 
subject to loss by one fire, involves 
questions of fact rather than of legal 
theory, and the required facts are 
largely in possession of the farmers’ 
mutual fire insurance companies. 
Every such company, in order to op- 
erate with prudence, must not only 
have a single-risk limit but must also 
decide what it will consider a single 
risk. The diversity of definitions in 
use would suggest the need of some 
collective effort to arrive at a defini- 
tion that might be reasonably valid 
and generally accepted. 


The question is: how should “single 
risks” in farm fire insurance be de- 
fined so that in practice, as well as in 
theory, it will have the same definite 
and concrete meaning to all who use it 
a meaning that a farm underwriter 
can apply wisely in his efforts to 
guard his company against incurring 
an excessive loss from any one fire. 
As near as a consensus can be dis- 
cerned from existing definitions, it 
suggests that two farm buildings one 
hundred feet apart can reasonably be 
considered separate risks. 





In the case of most farms the 
dwelling and the barn are the two 
major buildings, and the question of 
how much the company can properly 
write and keep as a net retention on 
a given farmstead very generally in- 


- volves a decision on whether these 


two major buildings shall be consid- 
ered one risk or two. If they are 
separated by the required distance, 
must the space between them be en- 
tirely “clear space,” as some compa- 
nies require, in order to permit their 
being considered two distinct risks; 
and if not what minor buildings in 
the space between the dwelling and 
the barn may be tolerated without 
making all these buildings a single 
risk? Some companies have answered 
this question by a proviso that no in- 
tervening building shall prevent the 
major buildings from being consid- 





ered two risks unless such intervening 
building calls for insurance in excess 
of a stipulated limit—$200 in some 
instances. 


Although the question has rarely 
been raised, it would seem unques- 
tionably true that the clear space, or 
relatively clear space, required to 
make the dwelling and barn in fact 
separate risks depends in no small 
measure on the size of these build- 
ings. Any large building, and par- 
ticularly a large frame barn which 
will burn with great intensity, is more 
likely to ignite another building one 
hundred feet or so distant than will 
a smaller building. Hence, to make 
the definition of single risk square 
itself as nearly as possible with its 
implied meaning of property subject 
to loss by a single fire, the required 
distance between the barn and dwell- 
ing should properly vary with the size 
of these buildings, or in any case with 
the size of the barn. An intervening 
distance equal to the sum of the di- 
mensions of the barn — length plus 
width plus height — might be sug- 
gested as a fairly reasonable require- 
ment for considering these two build- 
ings as separate risks. Or the re- 
quired intervening distance might be 
related to cubical contents of the barn. 


No specific definition will be at- 
tempted in this article. Its purpose 
has been to call attention to a prob- 
lem that seems to merit more serious 
consideration than it has hitherto re- 
ceived, rather than to attempt to pro- 
vide a ready-made solution. 


The task of working out a sane and 
practical definition of single risk in 
farm fire insurance might well be a- 
signed, it seems, to special committees 
in the various state associations of 
farm mutuals, and their reports might 
later be reconciled and if possible im- 
proved upon by a corresponding com- 
mittee of the farm fire section of the 
National Association of Mutual In- 
surance Companies. It should do 
much to safeguard the solvency of 
many of the farmers’ mutuals that 
now employ optimistic definitions of 
single risk if a sound definition based 
on broad insurance experience were 
carefully worked out and generally 
adopted. Those companies with ex- 
tremely conservative definitions might 
also profit by writing and retaining 
insurance on certain risks that now 
may be passed up. Such a definition 
and its general adoption would in any 
case greatly simplify and expedite re- 
insurance and other intercompany co- 
operation among the farmers’ mutual 
fire insurance companies. 
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By CHESTER A. KLINE 


UNICIPAL property-casual- 
M ty insurance plans are more 
varied than the colors in the 
rainbow. Probably this should be ex- 
pected, since there are some 35,000 
municipalities in the United States, 
operating under 48 sets of state laws 
which lack uniformity with respect to 
the insurance powers and duties 
granted to the various types of munic- 
ipalities which may be created there- 
under. In addition there are the po- 
litical factors, which are extremely 
important in determining the type of 
insurance plan used by a municipality. 


Based upon the important charac- 
teristics of municipal insurance plans, 
they may be divided into the follow- 
ing nine types: independent purchase 
plan ; insurance company survey plan ; 
local agents’ association plan; inde- 
pendent counselor plan; competitive 
bid plan ; self-insurance plan ; deduct- 
ible plan; mutual plans; and state 
fund plan. It should be remembered, 
however, that many individual plans 
have some of the features attached to 
two or more of the following; and 
that such an arbitrary classification is 
assumed principally for the conven- 
ience which it affords in explaining 
the subject. 


Most municipalities fall in the in- 
dependent purchase plan group. Many 
purchase insurance in a haphazard 
manner, allowing department heads 
or other officials to obtain insurance 
protection without any well thought 
out plan. Where such methods are 
followed it frequently happens that 
gross inefficiencies exist. Many in- 
stances have occurred where property 
has been overinsured, underinsured or 
not insured at all. In some instances 
it has been found that insured proper- 
ty is no longer in existence. 


Other municipalities have a well de- 
veloped plan. They have placed their 
insurance purchasing in the hands of 
one or several officials for the specific 
purpose of lowering insurance costs 
and bettering the protection received. 
For example, one large city reported 
recently that in 1929 the purchase of 
insurance was removed from the 
duties of department heads and turn- 
ed over to the city architect. As a re- 
sult the city’s fire insurance costs had 


.. . THE PROS AND CONS OF NINE PLANS 


been reduced appreciably and the cov- 
erage greatly improved. 


Some municipalities rely almost en- 
tirely for their insurance plan upon 
periodic surveys made by an insur- 
ance company—the insurance com- 
pany survey plan. Such surveys usu- 
ally are made annually or less often 
by the company covering the munici- 
pality’s risks. The initial survey is 
usually comprehensive, and results in 
a decided improvement over existing 
insurance plans. The annual inspec- 
tion thereafter is for the purpose of 
bringing the plan up to date. 


For example, one city reported re- 
cently that it has been using the sur- 
vey plan since 1937 and that the re- 
sults have been very satisfactory. The 
original or pioneer survey made in 
that year, gave the city 21% more 
coverage at 23% less cost, and result- 
ed in a re-arranging of numerous pol- 
icies to place all on a concurrent five- 
year staggered annual premium basis. 
No request was made of the insurance 
company for suggestions regarding 
physical improvements in the proper- 
ties, but every piece of property was 
inspected for the purpose of classify- 
ing it for the lowest possible rate. 
Building valuations were made by 
the city engineer and building inspec- 
tor, assisted by a representative of the 
insurance company. Each year since 
1937 an inspection has been made by 
the same company. 


Another city reported that after an 
original insurance company survey, its 
total of fire insurance was increased 
from 2 to 3% millions of dollars with 
a resulting increase in cost of only 
25.8 per cent. Since the survey plan 
has been started their insurance plan 
is clear and simple. Prior to the orig- 
inal survey the city had over 200 poli- 
cies for odd amounts, various terms, 
and different coinsurance require- 
ments. 


Some municipalities, particularly 
the larger ones, purchase their insur- 
ance through a plan based on the ad- 
vice of the local insurance agents’ as- 
sociation. Under this type of plan a 
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committee of the local agents’ associ- 
ation surveys the city risks and makes 
recommendations for types and 
amounts of insurance, including the 
agencies to receive the business. Poli- 
cies may be rotated from one agency 
to another with the passage of time; 
and commissions are usually divided 
among all agents belonging to the 
association. One association devotes 
the commissions to a variety of civic 
promotional activities. In one large 
city a survey of fire insurance by a 
25-man committee resulted in “five 
times the present coverage at only a 
slight annual premium increase.” In 
another large city protection was 
trebled and premiums reduced by $5,- 
400 per year. In this particular city 
the local association’s insurance com- 
mittee assists in the settlement of 
losses. This and other assistance saves 
the city one full time employee, it is 
estimated. 


A few cities hire the services of an 
independent insurance counselor. A 
really independent and unbiased in- 
surance counselor is sometimes diffi- 
cult to obtain locally. In some cities 
there are qualified men who head 
commercial firms organized for coun- 
seling insurance buyers. Another 
source of such a service may be a uni- 
versity, school of busirfess, or some 
similar public organization, such as 
an institute of local and state govern- 
ment. However, the advice obtained 
in this way may not be of the continu- 
ous type furnished by commercial 
firms. 


The duties of a counselor may vary 
from a limited number of services 
which he is requested to perform, to 
a comprehensive list of functions cov- 
ering all matters relating to the insur- 
ance of the city risks. The limited 
type of counselor service is exempli- 
fied by a report of one municipality 
that it hired a counselor because one 
company in which it had insurance 
ran into financial difficulties. All in- 
surance policies purchased are sub- 
mitted to the counselor for his advice 
regarding the terms of the policies 
and the financial soundness of the 
company. In addition the counselor 
is required to inspect all insured build- 
ings to see that the city gets the low- 
est rate possible, that all properties 
are accurately appraised, and proper 
types of policies are being carried. 
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The comprehensive counsel or 
service exists when a city hires an in- 
dependent and unbiased person or or- 
ganization to make a study of its in- 
surance problems, and to recommend 
changes in its existing insurance plan. 
Under these circumstances the coun- 
selor may not only recommend 
changes in existing structures and 
amounts and kinds of insurance, but 
he may recommend the purchase of 
insurance from a particular type of 
company, the use of the competitive 
bid plan in the purchase of insurance, 
the adoption of self-insurance, or the 
purchase of insurance in a state fund, 
if this is available. Some counselors 
are equipped to carry on loss preven- 
tion work and to operate self-insur- 
ance plans. Obviously the recommen- 
dations of the insurance counselor do 
not have to be followed by the muni- 
cipality. 

Under the competitive bid plan, the 
municipality draws up its specifica- 
tions of the insurance desired and re- 
quests bids from a number of com- 
panies. Bids may be requested pub- 
licly under the usual procedure of ad- 
vertising for the purchase of materi- 
als; or a selected list of companies 
may be requested privately to submit 
bids. The latter procedure is more 
desirable to some municipalities, be- 
cause under it they do not have to 
award the business to the lowest bid- 
der. In spite of the claims by some 
that, since insurance rates are stand- 
ardized, the bidding method is of little 
value, a number of cities have re- 
ported large reductions in cost under 
this plan. For example, one city re- 
cently reported that as a result of re- 
questing three companies (one a mu- 
tual) to bid on liability insurance it 
effected a very substantial saving. An- 
other municipality reported a reduc- 
tion from $2,800 to $1,800 per year 
in its liability insurance costs. A 
state reported recently that it had 
awarded a contract for fire and ex- 
tended coverage insurance on $14.5 
millions of state property to an in- 
surance agents’ association as a result 
of a bid of $67,159 for a three year 
contract. 


Many municipalities, small as well 
as large, operate what are commonly 
called self-insurance plans. Some are 
merely plans under which a reserve is 
built up on unsound principles for the 
payment of certain types of losses 
should they occur. Others are oper- 
ated on a more scientific basis. 


The plan may cover all the usual 
causes of losses in the property and 
casualty fields; or it may cover only 
certain losses, with the others insured 
in regular insurance companies. Usu- 
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ally a city will assume certain risks 
only, such as workmen’s compensation 
losses, or losses due to fire and wind- 
storm. Even in these cases, however, 
it is common to insure some of the 
risk with a private company. For ex- 
ample, one city reports that over a 
ten-year period it has been paying into 
a fund twice the insurance premiums 
it would have to pay for insurance on 
its property, motor vehicle, and work- 
men’s compensation losses. However, 
some of the city’s properties are in- 
sured with private companies. The 
report further states that, due to em- 
phasis on prevention, there have been 
practically no losses over the ten-year 
period. 


Under the deductible plan the muni- 
cipality takes out fire and other types 
of policies with private insurance 
companies, but requests the insertion 
of a clause under which small losses 
or those up to a stipulated amount 
are borne by the insured. For ex- 
ample. under a $500 deductible the 
first $500 of any loss falls on the in- 
sured. A deductible of this type is 
common in automobile collision in- 
surance but not in fire, windstorm and 
many other types of property and 
casualty insurance. 


Because most American fire insur- 
ance companies refuse to include a 
deductible clause in their policies very 
few municipalities use this plan. 
Municipal interest in the subject has 
been increasing recently, however, 
and it would not be surprising if pres- 
sure from the municipalities should 
not force the American companies to 
quote rates on this basis. For ex- 
ample, a well-known American com- 
pany recently indicated that it would 
write deductible policies in Canada on 
municipal properties. This decision 
resulted from action taken at the 1944 
Annual Conference of the Federation 
of Mayors and Municipalities held in 
Toronto. At this conference a reso- 
lution was introduced urging the use 
of a deductible contract, if it could 
be secured, with deductibles up to 
$20,000 for the larger municipalities. 


Under the mutual plan a number of 
cities organize an insurance company 
for coverage of municipal losses. As 
in any mutual plan, one of the main 
objectives is to furnish insurance at 
the lowest cost. While no mutual or- 
ganization of this type exists in the 
United States, they are common in 
some other countries, such as Great 
Britain, Holland, Belgium, and Den- 
mark. In Great Britain the organiza- 
tion is over forty years of age and 
it has over 1,000 municipal members. 
At the aforementioned annual con- 





ference of Canadian mayors, a reso- 
lution was introduced calling for the 
appointment of a committee to study 
and report on the experience, both 
in Canada and elsewhere, of munici- 
pal mutual fire insurance plans. This 
resolution was shelved in favor of 
the previously mentioned one pertain- 
ing to the deductible plan. 


About twenty-seven states have 
self-insurance plans for the coverage 
of fire and other losses on state prop- 
erties. Eleven of these states operate 
regular insurance funds, thirteen car- 
ry no funds, depending on appropria- 
tions or bond issues, and three have 
funds which are limited in nature. 
Some of the states which operate 
funds permit or compel their munici- 
palities to insure their risks in the 
state fund. North Dakota, for ex- 
ample, has a so-called state fire and 
tornado law which provides for the 
insurance of state owned property 
against losses due to fire, lightning, 
tornado, hail or inherent explosion in 
the state fund. Properties of counties, 
townships, villages and school districts 
must be insured in the state fund, ex- 
cept that properties of any town or 
school district located outside of in- 
corporated limits will be so insured 
only if application is made by the 
town or school district and approved 
by the Commissioner of Insurance. 
Provision is made in the act for the 
insurance with private insurance com- 
panies of that portion of the valuation 
of property over the net retention car- 
ried by the state fund. 


HICH plan should a munici- 
pality use? 


Each of the foregoing plans has ad- 
vantages and disadvantages which 
should be considered carefully before 
a selection of one or a combination of 
plans. Under the indepéndent pur- 
chase plan there is no expenditure nec- 
essary for outside advice. But a muni- 
cipality, if it uses this method success- 
fully, must possess a knowledge of 
insurance and related matters which 
the ordinary municipal insurance 
buyer cannot be expected to have. In- 
surance is a complex subject, and al- 
though the ordinary rule of “caveat 
emptor” does not apply to its pur- 
chase, the independent buyer should 
have a knowledge which is difficult to 
find in most municipalities. For ex- 
ample, (1) the buyer must endeavor 
to carry no more insurance than 


values insurable, which means he must 














know the value of his property and 
exclude the uninsurable types; (2) 
the buyer must select the companies 
and agents from whom the contracts 
will be purchased ; (3) the buyer must 
help arrange the contract terms, which 
include among other things the length 
of the contracts, the inclusion or ex- 
clusion of a coinsurance clause, and 
a statement of the hazards covered; 
(4) the buyer must obtain as low a 
premium cost as possible which, in 
addition to a consideration of the 
term of the contract, the type of co- 
insurance clause, and the policy term, 
includes a consideration of such mat- 
ters as possible changes in each risk, 
a possible change in the fire classifi- 
cation of the municipality, and the 
cost of insurance when drawing the 
plans for a new building. 


The insurance company survey plan 
gives the municipality the benefit of 
experienced advice without a charge 
therefor. But if only one company is 
used for survey purposes the munici- 
pality must hire independent advice 
or have employees who are qualified 
to evaluate the recommendations of 
the company which makes the survey. 
Otherwise, the municipality must ac- 
cept the insurance company recom- 
mendations without question as to 
their value. 


The local agents’ association plan, 
if the agents’ committee does its work 
properly, should furnish adequate 
protection. Also, it may solve the 
ever-present political problem of how 
the municipality’s insurance should be 
distributed among the residents who 
are clamoring for a share of the busi- 
ness. There is a question, however, 
whether the plan will produce the 
lowest cost to the municipality, par- 
ticularly if mutual companies are not 
allowed to participate therein. 


The independent counselor plan 
should provide sound answers to all 
insurance problems of the municipal- 
ity, including a handling of many of 
the records and loss prevention serv- 
ices, if the municipality so desires. But 
such service is costly and the savings 
effected must be balanced with the 
cost. Furthermore, the recommenda- 
tions of the counselor may conflict 
with the views of some who are in- 
fluenced by political considerations. 


The competitive bid plan can be 
used to reduce premium costs and im- 
prove coverage, particularly if mutual 
as well as stock companies are invited 
to compete for the business. The plan 
is more effective in those types of in- 
surance where rates and coverage are 
not so standardized, but in all lines 
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of insurance there are usually vary- 
ing interpretations of certain rules 
which can result in benefits to the in- 
sured. To use this plan, however, 
the municipality must have certain 
persons qualified to judge the bids 
and select the company to get the 
business. This may mean the hiring 
of independent advice. Also, before 
bids can be submitted the municipality 
must draw up its specifications for the 
insurance desired, and this may in- 
volve considerable work by one or 
more persons well versed in the mu- 
nicipality’s insurance practices. For 
example, one city announced recently 
that a twelve-page set of specifications 
had been drawn up by the city man- 
ager and the heads of its fire, police, 
purchasing, and public works depart- 
ments. The question of announcing 
publicly the request for bids or com- 
municating privately with a number 
of companies must be decided also. ° 


Self-insurance may result in a sub- 
stantial saving in insurance costs, it 
provides a powerful incentive toward 
the prevention of losses, and it gives 
the municipality full control over its 
insurance matters. On the other hand, 
self-insurance for municipalities in- 
volves serious disadvantages. The 
municipality must see that the plan 
is properly managed and assume re- 
sponsibility for its success. There is 
always the risk that losses will be 
greater than expected because most 
municipalities do not have a sufficient 
spread of risk for the satisfactory 
working of the law of large numbers. 
The law will work better if losses 
other than fire are assumed, although 
even under these conditions it is diffi- 
cult to calculate mathematically the 
amount which should be placed in the 
self-insurance fund. The municipality 
may obtain greater certainty by insur- 
ing some risks with private compan- 
ies, but this entails additional special- 
ized knowledge and supervision by 
those in charge of the plan. Where the 
experience of the fund is favorable 
for a few years, it must be recognized 
that it will take many years to build 
up reserves to a point where insurance 
outlays by the municipality can be re- 
duced. 


The deductible plan provides a 
means whereby the municipality may 
self-insure small losses of all kinds, 
and thereby reduce its premium out- 
lay to a considerable extent. The use 
of the deductible should provide a 
real saving to the municipality, be- 
cause the cost of insuring small losses 
is always extremely high. This is so 
because most losses are small losses 
and the insurance company must 
charge enough premiums to cover not 
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only the small losses but also their 
relatively high settlement expenses. In 
some cases, with a $500 deductible in 
the fire policy, the saving in premium 
may run as high as 40 per cent. As- 
sumption of small losses also encour- 
ages the municipality to prevent as 
many as possible. From the munici- 
pality’s viewpoint it may be argued 
that assumption of small losses in- 
volves trouble and expense connected 
with such a plan, that the possible 
savings are indefinite, and that con- 
siderable difficulty is encountered in 
purchasing the deductible in fire and 
certain other lines of insurance. 


Mutual plans, operating in the form 
of an insurance company patronized 
by a number of municipalities, are as 
yet untried in this country. Theoret- 
ically, they provide satisfactory insur- 
ance at the lowest cost. Their disad- 
vantages, from the municipal stand- 
point, include the trouble and expense 
in getting them started and the obli- 
gations attached to membership there- 
in. 


A_ state fund plan furnishes its 
municipalities insurance advantages 
and disadvantages, depending upon 
the provisions of the law setting up 
the plan and the extent to which the 
operation of the fund is successful. 
The law may provide, for example, 
that after the fund reaches a certain 
size the charge for insurance will be 
reduced or eliminated. On the other 
hand, the law is usually rigid in char- 
acter and this results in the munici- 
pality having to accept the type and 
amount of insurance, the terms of the 
contract, the method of paying the 
premium, the settlement procedure in 
case of loss, etc., as stipulated in the 
law or determined by those in control 
of the plan. 


From what has been said and what 
the reader can see between the lines 
it is obvious that no definite recom- 
mendations can be given regarding 
the insurance plan which should be 
adopted by a given municipality. 
Probably the only safe conclusion is 
that a municipality should regard in- 
surance as absolutely indispensable, 
and that it should honestly and con- 
sciously endeavor to adopt the plan 
which suits best its highly compli- 
cated needs. In this respect it appears 
that the record of municipalities is 
not nearly as good as that of school 
boards, nor that of the various states. 
Regardless of the causes, there is a 
need for municipal officials to improve 
their insurance practices and also to 
develop better prevention programs 
to reduce costs and increase safety. 
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No Shortage of Tasks or Recruits 
Seen in Safety Engineering Field 


Utilizing Elementary Training of Wartime Safety Personnel 
Engages Attention of American Society of Safety Engineers 


By RANDALL R. HOWARD 


HE comparatively new profes- 
sion of “safety engineering” is 
reported to be attracting more 


attention today than ever before in 
the industrial history of the nation. 


This new interest is doubtless due 
largely to the importance which was 
achieved by safety engineering dur- 
ing the war. One of the biggest per- 
sonnel training jobs undertaken dur- 
ing that period was_hurry-up training 
for many thousands of persons in 
safety engineering. As one example, 
the U. S. Army used more than 20,- 
000 of these trainees, the initial train- 
ing having been carried on through 
a vast nation-widé program put on 
by the War Manpower Commission 
in cooperation with the U. S. Office 
of Education and more than one hun- 
dred leading technical colleges and 
universities. 


These many thousands of trainees 
helped to provide the safety officers, 
civilian safety engineers and safety 
supervisors needed for the safety de- 
partments that were set up in every 
important U. S. Army camp, and in 
every supply depot and maintenance 
shop utilized by our armed forces, 
first in the United States and then 
gradually around the world. 


In addition to this vast Army place- 
ment of safety engineering personnel, 
many additional thousands were used 
to enforce Army safety requirements 
in the hundreds of industrial plants 
which manufactured and handled the 
mountainous volumes of war equip- 
ment used by and for the armed 
forces. In the total during the war 
period more than 50,000 persons com- 
pleted tuition-free courses in indus- 
trial safety engineering, provided by 
the government and conducted in 
leading colleges and technical schools. 


Some of the most noticeable of the 
postwar results from this unrivalled 
national activity in the training and 
use of safety supervisors and safety 
engineers, have been the following: 


1.—As stated, more national inter- 
est than ever before in the general 
subject of safety engineering. 
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The flood of discharges from the armed services has returned to civilian life many men with 
considerable safety training, to be added to thousands trained in safety in war plants. 


2.—A present oversupply of per- 
sonnel listed as “safety engineers” ; 
and rating, as to employment qualifi- 
cations, all the way from “high- 
grade” or “excellent” down to “in- 
competent”. 


3.—Activities in the development 
of more complete standards to define 
the professional qualifications of a 
“safety engineer”. 


4—Efforts to outline and make 
generally available adequate educa- 
tional facilities for the professional 
training of safety engineers. 


5.—Coordinated efforts to expand 
the employment of safety engineers, 
in fields where accident rates are ex- 
cessively high. 


There are quite evident reasons for 
the present oversupply of employable 
personnel with more or less training 
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as safety engineers. The chief rea- 
son, of course, is because of the recent 
release of vast numbers of such per- 
sonnel formerly employed by or for 
the armed forces. These statements 
are not meant to imply “relief needs” 
among this group, since it is generally 
known that a person who can list im- 
portant qualifications as a “safety en- 
gineer”’, usually is adaptable to sev- 
eral other kinds of employment. 


However, there is widespread be- 
lief today within the national “safety 
movement” that special efforts should 
be made to keep all well-qualified 
safety engineers in accident-preven- 
tion work, through the expansion of 
employment opportunities in this field. 
Examples of such national needs are 
pointed out. 


For instance, during the recent na- 
tional tie-ups of production in the 
coal mines, one of the chief contro- 
versial issues which developed was 
the “safety and welfare” conditions 








among the miners, to which not much 
public attention previously had been 
paid. During the period of the threat 
of the national rail traffic tie-up, a 
number of the twenty-nine “operat- 
ing rule changes” that were basic in 
the controversy, related either directly 
or indirectly to conditions of “work 
safety”. Likewise, the recent “Presi- 
dent’s Highway Safety Conference” 
gave publicity to the alarming national 
increase in traffic accidents, the cor- 
rections of which will demand, among 
other educational and promotional 
activities, a vast increase in applica- 
tion of traffic safety engineering. 


Like expansion needs in safety en- 
gineering — even within industrial 
plants with going safety departments 
—are being emphasized by one of the 
incompleted “safety projects” of the 
national professional organization of 
safety engineers, the American Soci- 
ety of Safety Engineers (Engineer- 
ing Section, National Safety Coun- 
cil). This is their “Costs of Acci- 
dents” project, through which they 
are attempting to set up weighting 
standards whereby may be deter- 
mined, with some degree of accuracy, 
the total direct and indirect costs of 
accidents. 


This would include both minor and 
lost-time accidents ; and it is assumed 
that the average plant safety engineer 
thus will be able to prove to the man- 
agement of his own plant, more con- 
clusively than ever before, that the 
annual appropriations for the plant 
safety department really are good div- 
idend-paying investments. And it is 
the belief of the ASSE leaders that 
this project will help them also to 
prove that there is actual need, in 
present-day industry, of a large ex- 
pansion in safety engineering activi- 
ties. As stated in one of the recent 
progress reports on this project, 
“many safety engineers are stymied 
in their efforts to promote safety by 
their inability to present convincing 
evidence of the direct financial sav- 
ings to be obtained by reducing acci- 
dents.” 


It may be assumed that a large per- 
centage of the personnel who received 
their first or primary safety engineer- 
ing training and experience during 
the war period, did not become suff- 
ciently qualified through that experi- 
ence to be rated as “safety engineers”. 
The basic educational training was 
the 128-hour course in “Industrial 
Safety Engineering”, within the gen- 
eral field of “Enginering, Science, and 
Management Defense Training” 
(ESMDT), as developed by the War 


JouRNAL OF AMERICAN INSURANCE 


was originally promoted for use in 
the safety training of foremen or 
other supervisors employed in indus- 
trial plants, to aid in qualifying them 
for safety supervisor responsibilities, 
and there were more than 50,000 
graduates from such courses given in 
more than a hundred colleges, univer- 
sities and technical schools. 


But some of these trainees who be- 
came wartime civilian safety super- 
visors had had previous worth-while 
safety enginering experience. Like- 
wise, some of the Army trainees who 
either then were or later became 
safety officers also had had previous 
safety enginering experience. And it 
should be added that many of these 
trainees, both civilian and Army, who 
had been dropped into safety engineer- 
ing responsibilities, presumably most- 
ly because of “proximity factors”, 
did become greatly interested in safe- 
ty engineering as a possible future 
profession; and many of them today 
are anxious, as opportunities exist or 
niay develop, to continue toward mak- 
ing for themselves a place in that 
profession. 


The present unique postwar situa- 
tion—thousands of new personnel 
greatly interested in and willing, as 
opportunities may exist, to advance 
in the profession of safety engineer- 
ing—has become an important influ- 
ence in the national postwar program 
of the American Society of Safety 
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Engineers. Some of the apparent pur- 
poses of this program are to: (1) de- 
fine more definitely what are accept- 
able “professional standards” for a 
safety engineer; (2) help to develop 
national “educational aids” for all 
persons who may desire to achieve 
such standards; and (3) help to ex- 
pand the national “field of service” 
open to safety engineers. 


This organization of safety engi- 
neers had its beginning back in 1911 
in New York City, during the period 


when state workmen’s compensation 


laws began to call attention to the 
waste of life from accidents. The 
organization was first known as the 
United Association of Casualty In- 
spectors, and started with thirty-five 
members. 


Following reported rumors in some 
circles that the Association was pro- 
employer, and in other circles that it 
was pro-labor, the members voted in 
1914 to change the organization name 
to the American Society of Safety 
Engineers. In 1915 a certificate was 
issued authorizing its incorporation 
under the laws of the state of New 
York; and in 1924 negotiations were 
completed to amalgamate the organ- 
ization with the engineering section 
of the National Safety Council. 


By 1917, the original ASSE mem- 
bership of thirty-five had grown to 
250. There were 1,028 members in 
four different chapters by 1930; and 





Men trained in safety work in wartime probably need much additional study and experience 


Manpower Commission. This course if they are to meet the standards set for safety engineering personnel in normal times. 
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by 1940 there were 11 chapters and 
2,030 members. The next four years 
was a period of great growth, the 
membership doubling to 4,525 by 
1945. Today the ASSE has 25 chap- 
ters, with more than 6,000 members 
located in every state of the Union, 
in Canada, and in a number of for- 
eign countries. 


The professional standards which 
the ASSE has set for a safety engi- 
neer are shown most definitely by the 
stated qualifications for membership, 
though there is now under considera- 
tion by the membership some slight 
statement changes. They require at 
present that a full member must be 
engaged, or shall have been engaged 
in safety engineering or other engi- 
neering work; that he shall have had 
ten years experience in safety engi- 
neering or other engineering work; 
and that he shall have spent at least 
five of these ten years in responsible 
charge of safety engineering work. 
A degree from a recognized college 
of engineering is considered equiva- 
lent to two years of experience in 
“other engineering work.” 


Eligibility as an associate member 
requires that the applicant shall be, 
or shall have been engaged in safety 
engineering work. He must have had 
five years experience in safety en- 
gineering or other engineering work ; 
and he must have spent at least three 
of these five years in safety engineer- 
ing work. Also, a degree from a 
recognized college of engineering is 
considered equivalent to two years of 
experience in “other engineering 
work”. 


Through the years, the ASSE (En- 
gineering Section of the National 
Safety Council) has been assuming 
much of the responsibility for pro- 
moting the development of technical 
data for many of the Council’s engi- 
neering publications. 


A review of the sequence of the 
first issues of these publications in- 
dicates the steps of advancement in 
national safety engineering studies. 
One of the first ASSE committees 
made a study of low voltage electrical 
hazards, resulting in “Electrical 
Equipment in Industrial Plants”. 
Later studies, in order, were on static 
electricity, woodworking circular 
saws, portable blow torches, annealing 
chains, use and care of hoisting 
chains, wire rope, sand blasting, fly- 
wheel explosions and accidents. 


Much of this research work by 
ASSE special committees has related 
closely to associated work with the 
American Standards Association, de- 
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scribed in an article in the April, 
1946, issue of the Journal of Ameri- 


can Insurance. 


The ASSE research committee also 
has done preliminary work on many 
safety projects which have not been 
carried through to completion for 
lack of working funds. However, 
during the past three years the fol- 
lowing four important new projects 
which the research committee was 
asked to prepare have been approved 
for carrying through, by the use of 
funds made available through the 
National Safety Council and special 
subscriptions : 


1. Walkway surfaces. 


2. Safety belts, harnesses and ac- 
cessories. 


3. Plastic eye protectors. 


4. Cost-of accidents. 


brief progress review of these 

four projects will indicate some 
of the snecial problems which are in- 
volved. One of the first requirements 
for carrving through the “Walkway 
surfaces” project. undertaken with 
the direct cooperation of the Nation- 
al Bureau of Standards, was the de- 
sign and production by the NBS of 
a new type of “slipperiness tester” 
which could be readily transported 
and set up for making tests on actual 
in-use floor surfaces. Previous ma- 
chines so used were hard to handle 
because of their excessive weight and 
sensitivity to leveling adjustments. 


There was also need to construct a 
pendulum type of mechanical-foot de- 
vice to test the soles of footwear. 
These tests will supplement slipping 
tests of heels when they strike walk- 
ing surfaces. There are also tests of 
the slipping hazard from the soles of 
shoes when a worker is pushing a 
load. The study includes tests of the 
slipneriness of different types of heels 
and heel materials, and soles and sole 
materials—that is, studies of rubber 
and leather and composition materials 
when brought into contact, under 
walking and pushing efforts, with a 
variety of types of stone, steel, and 
waxed and unwaxed floors of pine 
and linoleum. 


The “Safety Belts, Harness and 
Accessories” project has been set up 
as a fellowship at the Ohio State 
University and is being carried on 
mainly at the Aero-Medical Labora- 
tory of Wright Field. This project 





involves many technical factors, and 
is closely related in part to experi- 
ments previously made at Wright 
Field in the interest of hazards to per- 
sonnel from opening shock in para- 
chute drops from airplanes. 


It involves field surveys and statis- 
tical studies of falling accidents to 
window washers, construction scaf- 
folding workers, climbing electrical 
workers, and inspectors in certain 
types of large industrial plants. The 
study will include different types of 
body belts and safety lines, and the 
effects on them of body sweat, various 
liquids such as those used in window 
cleaning, oils and greases and chem- 
ical fluids. These tests will be applied 
to a large variety of samplings of 
items of safety equipment taken from 
the open market. 


The testing project for “Plastic 
Eye Protectors” has been made espe- 
cially important by the present-day 
use of many new types of plastic eye 
and face shields. This trend was 
stimulated during the period of the 
war by acute shortages in materials 
for making old-type standard eye 
goggles, and at a time when there was 
a large increase in the numbers of 
workers needing such _ protection. 
Some of the new types of plastic pro- 
tectors were much more comfortable 
to wear; and they also seemed to 
promise more area protection to the 
entire face, which appealed especially 
to women workers in fear of un- 
sightly facial scars. 


This project has involved the use 
of drop-balls and compressed air-gun 
tests of resistance against high-speed 
small particles ; tests of deflections of 
vision from the curvature and the 
surface imperfections of the plastic 
sheet. There is also the question of 
anti-fogging and heat-resistant qual- 
ities of the plastic. 


As previously stated, the “Cost of 
Accidents” project has been under ac- 
tive consideration for a long time by 
the ASSE. It is now in the process 
of being carried through as a higher- 
degree thesis by a teacher of econom- 
ics and graduate student at North- 
western University, the investigation 
being conducted under the supervi- 
sion of the statistical division of the 
National Safety Council. The prob- 
lem is to get, through statistical re- 
search and actual on-the-ground in- 
vestigations in several typical large 
industrial plants, a complete picture 
of the economic effect of common 
minor and lost-time industrial acci- 
dents, to indicate all of the possible 
ways in which an accident can affect 
production costs. 














Some of the additional projects in 
which the ASSE is especially inter- 
ested, as reported to the writer dur- 
ing talks with administrative officials 
relate to control of accident hazards 
from cables, hoists, chains, high-fre- 
quency electrical contacts, X-ray con- 
tact, radiotron, hazards from the 
many new solvents and other chem- 
ical substances being put to use by 
postwar industry, and possible health 
hazards from the allergenic proper- 
ties of some of the many new types 
of plastics now in use. 


Thus it will be seen that the ASSE 
national progress program puts a pre- 
mium on the scientific application of 
the principles of safety engineering 
to a great variety of technical experi- 
ences and skills. Such a program of 
course assumes high educational 
ideals in the initial scholastic train- 
ing of safety engineers. 


The promotion of such a program 
has been under way for a number of 
years, in general under the supervi- 
sion of the committee on cooperation 
with engineering colleges. This pro- 
gram has included, as one basic step, 
aid to colleges in the prevention of 
accidents to college _ personnel, 
through the publication of an 85-page 
booklet on “Student and Employee 
Safety in Colleges and Universities.” 
Some time ago the ASSE secretary 
devoted about a year to visiting 
American colleges, to encourage them 
to place integrated safety instruction 
material in all of their engineering 
courses. 


In addition, it is recommended that 
there be developed in colleges “spe- 
cialized safety courses for under- 
graduates, largely on an elective basis 
and directed primarily toward stu- 
dents in technical courses.” It is not 
recommended that specialized degrees 
in safety engineering be developed 
for undergraduate instruction. Rather 
it is recommended that there be de- 
veloped, in not more than four schools 
in the country, “courses in safety en- 
gineering on a graduate level giving 
professional training in the field of 
safety engineering.” 


Accordingly four such colleges 
have been selected, and they are being 
aided in the setting up of such gradu- 
ate courses through financial help 
from the National Safety Council. 
These four schools are: Illinois Insti- 
tute of Technology, Chicago; New 
York University College of Engineer- 
ing, New York City; Georgia School 
oi Technology at Atlanta, Georgia; 
and University of California at Berk- 
eley. 
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General chairman of the American Society of 
Safety Engineers is W. Dean Keefer, vice-pres- 
ident of Lumbermens Mutual Casualty Com- 
pany, Chicago. 


These official ASSE educational 
recommendations are quite in line 
with the practices which have been 
developed, by one of the large mutual 
casualty insurance companies which 
the writer visited, as its own program 
for the selection and training of staff 
safety engineers. I was informed 
that it is their policy (with the excep- 
tion that they were obliged to relax 
this policy somewhat during the re- 
cent war period) to make their initial 
selection of candidates only from col- 
lege graduates. Usually these are 
graduates in mechanical engineering, 
with exceptions only when it is de- 
sired to develop a safety specialist in 
some other related field, such as in- 
dustrial hygiene. Then will begin for 
the candidates an intensive office and 
field training period in the principles 
and practices of safety engineering, 
from the viewpoint of the company’s 
personnel needs. Gradually, each 
candidate will be developed into a 
safety inspector in some specialized 
field. Assuming personal aptitude, 
after a period of about five years the 
candidate will be entrusted with con- 
siderable safety inspecting responsi- 
bility ; but it probably will be nine or 
ten years before the company will be- 
gin calling him a “safety engineer.” 


Executives with the American So- 
ciety of Safety Engineers, when ques- 
tioned about “opportunities” and 
“needs” in the United States for the 
additional employment of safety en- 
gineers, are apt to point to the most 
recent annual tabulation of injury 
frequency and severity rates by indus- 
tries. They remind the questioner 
that, in general, those industries which 
have been giving the most consistent 
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attention through the years to acci- 
dent prevention, are the nearest to 
the top of the list with comparatively 
the lowest injury rates. Of course 
there are relative degrees of hazard. 
But why, they ask, should the injury 
rates of only a few industries remain, 
year after year, from two to six times 
as great as the average for all indus- 
tries? 


For instance, in “frequency” of ac- 
cidents, the most recent annual tab- 
ulation shows that the four indus- 
tries that have more than twice as 
many accidents as the average of 
14.46 for all industries are: meat 
packing, 30.44; marine transporta- 
tion, 49.38; mining, 50.53; and lum- 
bering, 56.04. Likewise, the indus- 
tries that average in “severity” more 
than twice as great as the average of 
1.21 for all industries are: construc- 
tion, 2.49; marine transportation, 
2.56; cement, 2.96; gas utilities, 3.29; 
lumbering, 5.47; quarry, 5.64; and 
mining 8.46. 


The ASSE leaders are not hesitant 
to point even to the poor accident rec- 
ord now being made by about 2,000,- 
000 employees of the U. S. Govern- 
ment. As authority, they quote from 
the recent report on a survey made 
at the request of the government by 
Sidney J. Williams of the National 
Safety Council. He found that the 
respective accident prevention efforts 
now being made by the various gov- 
ernment agencies range “all the way 
from zero to excellent”. During the 
past five and one-half years, states 
the Williams report, accidents to Fed- 
eral employees killed 2,852 and in- 
jured 327,926 such employees, “plus 
a large but unknown number of other 
persons.” 


The report summarizes by stating 
that “although a large percentage of 
government work is in office and other 
low-hazard occupations, the average 
accident frequency rate for all Fed- 
eral employees is higher than in many 
manufacturing industries and is two 
to eight times as high as in certain 
large industrial concerns which carry 
on energetic safety programs.” The 
report concludes with the comment 
that comparative records made in pri- 
vate industry “indicate that Federal 
injury rates can be cut by as much as 
two-thirds”. 


Thus it would seem that there is 
much work yet which’ needs to be 
done in the United States for the con-. 
trol of accidents—and that this need 
is a challenge to the professional 
safety engineers of the present and 
the future. 
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CONTRACTOR’S 
EQUIPMENT FLOATERS 


r i Nhat big steam shovel parked 
alongside the road looks like 
an excellent fire risk, and who 

would want to steal a steam shovel? 
However, contractor’s equipment 
has been severely damaged by fire 
cn many occasions and the pilfer- 
age of valuable parts is a source 
of loss to contractors who do not 
provide watchman service. 


Insurance policies which cover 
contractor’s equipment must have 
two characteristics, (1) they must 
give protection at any location 
where the equipment is likely to be 
used, and (2) they must protect 
against the numerous and unusu- 
al hazards which threaten loss to 
this type of property. Floater cov- 
erage is customary and the terri- 
torial limits are written to include 
the entire area within which the 
contractor ordinarily accepts jobs. 
Specific perils may be named or 
the coverage may be “all risks” 
with exclusions to avoid losses 
from the contractor’s carelessness 
from ordinary wear and tear, and 
loss from hazards not contemplat- 
ed in the rate. 


Fire insurance is the basic pro- 
tection because the fire hazard pre- 
sents the greatest chance of a ca- 
tastrophe loss, either while the 
equipment is at a storage location, 
or by a forest fire. Windstorm, 
earthquake, collapse of bridges, 
and explosion also threaten loss of 
individual units or scattered dam- 
age to several units. 


Flood coverage is common and 
the underwriter must determine 
whether the equipment is to be 
used in an area which is likely to 
be flooded by nearby waters. 


There are two types of collision 
coverage. The first protects against 
the collision, derailment or over- 
turning of a conveyance upon 
which the insured property is being 
carried. Damage occurring during 
loading or unloading of the equip- 
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ment may be insured against, but 
a substantial additional charge 
must be made in the rate. 


The second type of collision 
coverage protects against damage 
resulting from collision with an- 
other object while the equipment is 
operating under its own power. 
Landslide and upsetting of the unit 
is ordinarily covered under this 
collision clause because a collision 
accident is likely to involve an up- 
set or landslide. This type of col- 
lision insurance is not a part of the 
basic coverage and is added speci- 
fically, with an extra rate charge. 


Theft protection is not given in 
the basic form but may be added if 
the contractor considers it neces- 
sary. A large operator who hires 
adequate watchmen may not feel a 
need for it. The smaller contractor 
who is forced to leave his equip- 
ment overnight without a watch- 
man needs protection against pil- 
ferage even if the machinery itself 
cannot be stolen. Good underwrit- 
ing requires that a deductible ap- 
ply to the theft coverage in order 
te encourage the insured to lock 
up easily stolen parts. 


Equipment which is used near 
the seacoast, inland lakes or rivers 
may sometimes be waterborne, and 
it is customary to include protec- 
tion against perils of the sea and 
inland waterways. This may be 
limited to fire, and general average 
and salvage charges, or it may give 
a full marine cover. 


Rolling stock which is ordinarily 
used on rails may be protected 
against damage resulting from de- 
railment, but the contractor’s skill 
in using rail equipment must be in- 
vestigated. The derailment cover- 
age does not ordinarily include the 
cost of putting the equipment back 
on the rails. 


The rates for contractor’s equip- 
ment floaters are highly competi- 
tive and frequently are not ade- 
quate for the hazards assumed. 
This is especially likely where the 
insurance is to be written by the 














fire running mate of a casualty 
company which is bidding on the 
contractor’s line of casualty insur- 
ance. The circumstances of each 
bid should be investigated to see 
whether elements are present which 
tend to depress the rate below a 
fair figure. 


The fire rate is usually the base 
and for equipment in the field will 
be something over 50 cents per 
hundred dollars of value. Where the 
equipment is frequently stored at a 
hazardous location, the fire rate 
must be keyed to the contents rate 
of the storage building. Windstorm 
rates and extended coverage rates 
in the territory will give a key to 
the charge necessary for the mis- 
cellaneous hazards. Truck colli- 
sion rates should be consulted 
where collision protection is given 
to units operating under their own 
power. 


Theft protection will frequently 
justify an additional one per cent 
charge. The total rate may add 
up to four or five per cent of the 
value where the protection is com- 
plete, including collision, and riot, 
strike and civil commotion. 


Individual units should be sche- 
duled on the insurance policy and 
they should be insured for their 
full value. Miscellaneous small 
equipment may be covered under a 
blanket item, but a 100 per cent 
coinsurance clause should be ap- 
plied to them. It is not good under- 
writing to cover building materials 
and supplies which are in the open 
and easily stolen. 


General desirability of a risk 
may be judged somewhat by the 
ease with which the contractor gets 
surety bonds. Condition of the 
equipment is another good indica- 
tion of a contractor’s stability and 
business ability. Special types of 
equipment which are suitable for 
limited kinds of work are not as 
desirable as general road building 
and contruction machinery. ' 
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i worried friend can testify to that! Only an enter- 


prise under sound management can operate smoothly 


and efficiently, render the dependable service the public has 
a right to expect. 


Sound, conservative management is the cornerstone of 
Hardware Mutuals policy back of the policy. It provides 
unsurpassed financial strength and safety through invest- 
ment of funds primarily for security—low losses and ex- 
penses—and substantial dividend savings. 

Since organization policyholders have re- 
ceived more than $100,000,000.00 in 
savings. Sound management, too, is be- 


claim. 


Hardware Mutuals are the choice of 
hundreds of thousands of insurance buy- 
ers because we write safe, dependable cas- 
ualty and fire contracts at low cost. Our 


full standard policies are non-assessable. Our coast-to-coast, 
day and night service is convenient. Our settlement of 
claims is fast, fair, and sympathetic. 


In addition, Hardware Mutuals policyholders enjoy the 
many plus benefits of the policy back of the policy—those 
important extra services above and beyond the written con- 
tract which so greatly enhance the protective value of our 
casualty and fire policies. 


Automobile, Workmen's Compensation and other forms of 
non-assessable Casualty and Fire Insurance 


hind our ability to pay every legitimate Hardwar e Mutu als 7 


FEDERATED HARDWARE MUTUALS 
HARDWARE MUTUAL CASUALTY COMPANY 
Home Office, Stevens Point, Wisconsin 














